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FOREWORD 



I am pleased to introdoce this report, "The Attempted Dismantling of the Medicare 
HcTie Care Benefit," released to the Subcommittee on Health and Long-Term Care at its 
March 19, 1986 hearmg, "Catastrophic Health Insurance: The Home Care benefit," by the 
Notionol Association far Home Care. 

Since the Reagan Adminiotration came to power in 1981, the Subcommittee has 
conducted a series of nationwide hearings addressing the crisis in health care currently 
feeing our country. These session* addressed the problems of rising casts and reduced 
benefits under the Medicare program. They also examined the solvency of Medicare. 
Perhaps the most jarring revelation in these nearly one dozen hearings was the lack of 
coverage und&r private and public health insurance for catastrophic illnesses such as 
Alzheimer's disease and certain types af cancer. 

President Reagan, in his State of the Uniun message earlier this year, called 
catastrophic health insurance a top priority. He charged new Secretary of Health and 
Human Services, the Honorable Otis R. Bowen, M.D., to develop a plan to meet the 
catastrophic health care needs af Americans af all ages. 

The Subcommittee was encouraged to hear af this initiative on the part of the 
Chief Executive and earlier this year we initiated a series of hearings on catastrophic 
health insurance. Dr. Bowen himself oppeareJ nt the first of these hearings on February 
19, 1986, to describe some of his ideas for ref> m. Public witnesses who had firsthand 
experience with catastrophic illness shared their stories and their ideas far reform. 
Other policy experts also shed light on this challenging and yet critically important 
mandate -- to restructure the American health care systenn so as to include provision of 
reasonably priced, high quality healthcare for oil types of illness, not just acute illness. 

tio long-term care system could be considered complete without the home care 
component. Home care is gaining greater support all the time as a humanitarian 
alternative to institutionalization which in many cases is also less costly. It is one of the 
building blacks of the continuum of care we are hoping to establi<"h. 

The Subcommittee on Health ond Long-Term Care recently examined the .tatus of 
home care in this country at its March 19 hearing, "Catastrophic Health Insurance: The 
Home Care Benefit." P.'btic witnesses and policy experts extolled the virtues of home 
care ond yet pointed to the paradoxical fact that the current Administration is scaling 
back support for this particular benefit, both through subtle and unsubtle means. 

The report that follows is an exhaustive examination of the home care benefit since 
it i inception ^js well as a summary of public attitudes loward this type of care. 

I wont to congratulate oil persons who worked on the report, particularly Mr. Vol 
I ialamandoris and Mr. Bill Halamondaris. As we on the Subcommittee continue our work 
to refashion the AnTerican heolth care system, I know that we will look to this report 
again and again for c, jidance. 

I commend the National Association for Home Care for its tireless and 
compassionate efforts to ensure a bright fu* jre for e health care system of the United 
States, of which this report is but one example. 

I would also like to thank Subcommittee Staff Director Kathleen G rdner Cravedi 
for hjr usual excellent work in connection with our hearing on the home care benefit. 
Research Director Peter Reinecke and Assistant Staff Director Mela.ne ModKn also 
provided invuluablc assistance in the organizatian of thut hearing, as did Congressional 
Fellow Potricia Butch. 



Claude Pepper 
Chairman 
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I. INTRODUCTION 



Home health care in the United States traces its origins back to 1885. Snme 100 
years ago the nation was confronted with serious health care problems. Smallpox, 
cholera and influenza epidemics were sweeping the nation. At the same time, a 
significant public health problem was presented by the tremendous influx of immi- 
grants to American shores. 

Those who migrated to the U.S. at the turn «f the century generally did not speak 
English and did not understand much about Western medicine. They did not under- 
stand hygiene, sanitation and infection control. When sick, they took care of 
themselves as best they could with the folk medicines they had learned in their 
native lands. 

It was these conditions which spawned the Instructive Visiting Nurse Societies 
throughout America. There was a severe shortage of physicians, so nurses and 
volunteers were pressed into service to deal with the growing national emergency. 

Virtually every city in America soon boasted a Visiting Nurse Association (VNA). 
It became an item of community pride to be associated with a VNA. Americans of 
all ages and all walks of life began to volunteer some of their time in outreach 
services to the poorest of the poor. 

Home health agencies thus were born in crisis, their primary purpose being to 
bring the rudiments of modern health care to those who could not integrate with 
the mainstream of American medicine. Nurses and volunteers sought out needy peo- 
ple in their respective residences and cared for them there. They went, as mis- 
sionaries, into the slums of America's major cities seeking out the desperate and 
f orgotte'' 

These worthy social endeavors were supported entirely by philanthropy. VNAs oper- 
ated in this way for 80 years. But it wasn't until the enactment of Medicare in 
1965 that most Americans learned about home health care. 

In the preamble of the Medicare Act, Congress dec^a.ed that access to quality 
health care services was the right of all Americans. Congress further ^oecific" 
that ability to pay should not be an impediment to the availability of such 
services. It naturally followed that home health was added as a benefit. 

The addition of the home health benefit was supported by many members. Chief 
among them was Senator Frank E. Moss who then chained the Subcommittee on Health 
and Long-Term Care of the Special Committee on Aging. Moss had presided over a 
series of highly pu;>licized hearings on abuses perpetrated in nursing homes and 
other institutions. In 1964, Senator Moss introduced legislation intending to 
make home health care generally available to America's seniors as an alternative 
to nursing home placement. 

As a result of the continuing efforts of Senator Moss and the Aging Committee, 
nursing homes and home health care became a major issue at the 1971 White House 
Conference on Aging. The Conference resolved that the nation should formulate a 
national policy on long-term care based upcn home health care. 
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In 1972, Senator Moss helped Senator Gaylord Nelson push through an amendment to 
the Medicare Act which removed the coinsurance requirement in the home care bene- 
fit. In that same year, the Aging Committee issued a major report on the impor- 
tance of broadening the scope of that benefit. 

In 1974, the Committee began releasing the first of a 12 volume set of reports 
entitled "Nursing Home Care in the United States:- Failure in Public Policy." The 
reports were issued on a monthly basis throughout 1975. A major conclusion or 
the report was that the Department of Health and Human Services (HEW as it was 
called then) had failed to make home health services available to the needy. The 
report notes that at that time, 3 million 'older Americans were housebound, bed- 
fast or going without the in-home services that they needed. Said the report: 

"Thousands of -.mors are going without the care they need. Perhaps 
most unfortunate, institutionalization could have been prevented or 
postponed for thousa^-^o of currant nursing home resident*^ if siable 
home health and supportive service existed. Although such alternative 
forms of care may be more desirable from the standpoint ol elderly 
patients -- as well as substantially less expensive — the Department 
of HEW has given onlv token support for such programs." 

The report was highly critical of the Department because less than 1 percent of 
either Medicare or Medicaid programs went to pa^ for home het'lth care. In 1976, 
Senator Moss and Congressman Claude Pepper irlroduced legislation to expand the 
limited Hedicar- home health benefit saymg that home care should be the norm and 
nursing home care available only when home care is imonssible or impractical. 

The Senate Ajing Committee has continued to press for liberalization of the home 
care benefit. Senator John Heinz, Committee Chairman, recently introduced legis- 
lation to deal with what he calis "no care zones." He sees "long-term care" as a 
looning problem which for too long has been swept under the rug. Srnator Heinz 
and his committee released a report in September 1985 showing that one effect of 
the ORG reimbursement system for Medicare participating hospitals has been to 
move greater nunbers of sicker patients into 'ocxr^Q health care sooner. The 
Senator notes at the same time that ather than expanaing Medicare's home care 
benefit, the Department of Health ana Human Services has been looking to cut back 
on the level of reimbursement.' Says the Senator:- 

"Limiting the use of the home health benefit could well be penny-wise 
and pound-foolish if failure to provide home care results in increased 
hospital and nursing home costs. It can make the difference for mil- 
lions of our nation's most vulnerable citizens to remain in the best 
possible environment for their health and well-being." 

The ranking Democrat on the Committee, Senator John Glenn, has been equally sup- 
portive. "We are eager to establish an efficient and cost effective home and 
community based health care system," he said recently. 

But support of home care has not been limited tc the U.S. Senate. In December, 
1984, the House Committee on Aging under the Chdnrmansiiip of Congressman Claude 
Pepper, issued a report entitled "Building a Long-Term Care Policy:- Home Care 
Data and Implications." Chairman Pepper said in his introduction, "There are few 
issues of greater importance to the Nation's elderly than home health care." 
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This was the fifth major report issued by the House Comniittee in its 10 year 
history which reconriiended that a national policy with respect to home care be 
established. 

On February 1, 1978, the House Aging Committee passed a resolution calling for 
the "expansion of home health benefits under Medicare." At that time. Chairman 
Pepper released a Report of the U.S. General Accounting Office at tnat time which 
he said concluded that "in five out uf six cases, home care was less expensive 
thai: institutional care." 

In a 19£0 report, "Medicare After 15 Years," the Committee again concluded there 
was a need to expand the scope of Medicare's home care benefit. 

The Congress has resporied to some degree to these recommendations. For example, 
ill 1980, Congress removed the requirement that a beneficiary must first be hospi- 
talized for 3 days consecutively in order to receive home health ca.e benefits. 
Congress removed a limit of 100 visits per year and it removed a legal impediment 
which barred for-profit agencies f'^om participating In the Medicare program. 

In 1981, Congress created Medicaid's Section 2176 waiver program. This allows 
the states to experiment with home health care as a means of reducing their 
overall nursing home costs. 

A year later. Congress created the so-called "Katie 8eckett" waiver in which only 
the income of a miner child would be counted toward determining the eligibility 
of that child for pediatric home care. Eligibility is limited and is currently 
determined by a special Board within HHS on a case-by-case basis. 

In 1982, Congress createa the Medicare hospice benefit. Hospice is, of course, 
essentially home care for individuals who aie terminally ill. 

In 1983, Congress created the ORG prospective payment system for reimbursement of 
Medicare participating hospitals. The priirary purpose of this system was to move 
patients out of hospitals into less expensive community-based home care services. 

In 1984 and 1985, Congress rejected the Administration's proposal to require 
Meuicare beneficiaries to p^y coinsjrance as a precondition of receiving home 
health services. The measure has been offered again in 1986. 

In 1983, the Senate Finance Committee and House Ways and Means Committee cleared 
amendments extending the Medicare hospice benefit. The Senate Finance Committee 
agreed, in addicion, to amendments making respiratory therapy available at home 
under both Medicare and Medicaid, preserving waiver of liability, and postponing 
the effect of HCFA restrictive new cost limits. Whils the Congress has yet to 
act on final passage, it is clear that the 99th Congress, like most of its pre- 
decessors going bacif 20 years, will express; its support for home care in the form 
of new legislation. 

The support of home care in the Congress is grounded in the growing public recog- 
nition of home care as well as the growing need for it. For example, a 1983 poll 
by the Gallup organization for tht American Associ.tion of Retired Persons (AARP) 
established that 80 percent of AARP members would prefer long-term home health 
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cdre to d long-term nursing home stay. AARP learned that tUe need for assistance 
with long-te care ranked number 1 among pioblems confronting older Americans. 
This findin9 was verified by a 1985 poll for the National Association for Home 
Care. 

A 1982 report by the U.S. General Accounting Office indicated that there was high 
consumer satisfaction among those who received home care. This too was verified 
hy the 1985 study for NAHC. GAO found that home care may actually serve to in- 
crease the quality of life for older Americans. Previous CAO reports have esti- 
mated thai 25-40 percent of the residents in nursing homes would not need to be 
institutionalized if other 2lternatives were available. In its most rece^Tt re- 
port, GAO cautioned against the simplistic notion that all natients in nursing 
homes can be responsibly cared for at hoipe and that this will b? a less expensive 
way of caring for all of the nation's infirm aged. Careful targeting, said GAO, 
was essential if the goal to be achieved in home care was cost savings. 

In this respect. Blue Cross/Blue Shield Association of America announced in July, 
1985 that 90 percent of the nation's Blue cross/Blue Shield plans now offer home 
health coverage "as an answer to high healf^ care costs." The Maryland Blue 
Cross/Blue Shield organization reported savings of $1.2 million in 1982 because 
of its coordinated home care program. Similarly, Aetna Life and Casualty reported 
$60,000 per case savings from its Individual Care Management Program by using 
home care for victims of catastrophic accidents or illnesses." 

It Should also be pointed out in this introduction that support for home health 
c?re IS bipartisan. It enjoys support among liberals, moderates and conserva- 
tives. For example, one of the strongest supporters of hom^ care is Senator 
Orrin Hatch of Utah, who said:- 

"It is not just the responsibility of Congress or the Federal 
S.reaucracy to formulate services to assist our sick elderly to remain 
at home. It is everyone's responsibility -- the private sector, medi- 
cine, citizen's groups and You! Home health care can result in enor- 
mous savings in the long-run". 

In Us Oeceniber, 1984 publication, "Mandate for Leadership 11," the Heritage 
Foundation offered as its number one recommendation to the Department of Health 
an(J Human Services, "Expand Home Health Services." Said the report, "The key- 
stone of long-term health care policy should be a comprehensive program fostering 
home care services." 

Similarly, '"ormer Secretary of Health dnd Human Services Joseph Califano said in 
an interview carried in the August 1985 issue of 50 Pius maga.:ine: 

"1 think we have tc provide the ability for people to stay at home, to 
grow old at home, to die at home, if they so choose. We have to start 
pacing for home health care in a big way in this country. In the short 
run. It may cost a little more but in the long i un it will save a lot 
of money." 
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New York Governor Mario Cuomo says U this way, "At no time in history have the 
challenges of providing health care been so great. With rising medical costs and 
tight controls on utilization of hospital beds and services, home health i-are 
agencies have gained new stature as an integral part of the health care delivery 
system." 

The obvious question at this point is:- Who is opposed to home health care and 
why^ 

Tne answer to tnis question is:- soitip few people in the Office of Management and 
Budget (0MB) and in the Department of Health and Human Services. 

This report documents a litany of administrative actions designed to undermine 
and limit the Medicare home health care benefit. Many of thest efforts are in 
direct contravention of the intent of Congress. 

This report documents the fact that home health care paradoxically has become the 
most regulated of A;nerican industries. At a time when the airlines, the trucking 
industry, hospitals and nursing homes are being deregulated, the Department of 
Health and Human Services has promulgated an oppressive series of requirements 
applicable to home health agencies. 

This report notes that many of the changes being implemented were previously pro- 
posed to the Congress and rejec^-ed because they were nothing more than bald 
efforts to cut the Medicare home health benefit. Ironically, the Department has 
sought to achieve the same effect in administrative edits. Moreover, the Depart- 
ment, in moit cases, has not followed the requirements of public notice and 
comments required by the Administrative Procedure Act. Instead, HHS has imple- 
mented these significant changes (and reductions in Medicare benefits) in the 
guise of new guidelines which it has given the effect of law or regulation. 
Guidelines are what the name suggests. They have no force of law and yet inter- 
mediary in<;urance companies which pay claims under contract with the Medicare 
program have been given instructions to enfor-ie the new guidelines as i*' they 
were law or regulation, ever, in cases where the guidelines contradict the 
regulations currently in effect. 

The number of these initiatives aimed at home care providers is significant. 
Representatives of HHS and its Health Care Financing Administration (HCFA) nave 
talked openly about their desire to curtail home health care because it is tne 
fastest growing part of the Medicare program. They think it is growing at too 
great a rate. 

The contention of this repor*" is that the administrative rebtriCi. ions placed on 
home care providers are Dunitive. They are designed to restrict the statutory 
Medicare benefit, to force providers out of business or to force them to sub- 
sidize Medicare with revenues raised from private contributions of Medicare 
patients. 

There is no question that access to home for Medicare patier.ts is becoming more 
limited a'.l the time. The results of a questionnaire to all home health agencies 
in the nation indicate that the great majority felt that the Department was en- 
gaged in a campaign not only to keep expenditures for home health at the current 
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levf ' , but to reduce the level of home health coverage for the elderly. Home 
care providers and beneficiaries both expressed the belief that the Department 
for Its own reasons has set about the step-by-step dismantling of the Medicare 
home health benefit. In some cases, these attempts have been blunted by the 
Congrass or by law Jits brought by the National Association for Home Care (NAHC). 
But, unless an aroused public and the Congress intervene, the result will be a 
sharp decrease in the limited home care benefits now available under Medicare 
rather than the extension of these services to the 5,5 million Americans who 
currently need such care and are going without it. 



8 




II. THE NUMBERS: DEFINITIONS AND PERSPECTIVES 



9 



ERIC 



13 



II. THE NUMBERS: DEFINITIONS AND PERSPECTIVES 



This section offers statistics and general background about older Americans and 
the Medicare program. It offers the reader some information about the genesis of 
the home care benefU in the Medicare \zt and its present operation. These sta- 
tistics and definitions are crucial to understanding the <«:5ues in this paper. 



1* CURRENT P OPULATION 

The older population person<; 65 years or older numbered 27.4 million in 
1985. They represented 11. 7X of the U.S. population, about one in every nine 
Americans. The number of older Americans increased by 1.7 million or 6X since 
1980, compared to an increase of 3X for the under-65 population. 

In 1983, there were 16.4 million older women and 11.0 million older men, or a sex 
ratio of 149 women for every 100 men. The sex ratio increased with age, ranging 
from 124 women to 100 men in the 65-69 age g'^oup to a hiqh of 241 women to 100 
men, 85 and older. 

Since 1900, the percentage of Americans 65+ almost tripled (4.1% in 1900 to 11. 7X 
in 1983). The number increased more than eight times (from 3.1 m.'Uion to 27.4 
million). 

The older popu'ation itself is getting older. In 1983 the 65-74 age group (16.4 
million) was over seven times larger than in 1900, but the 75-84 group (8.5 mil- 
lion) was 11 times larger and the 85+ group (2.5 million) was 20 times larger. 

In 1982, persons reaching age 65 had an average life expectancy of an additional 
16.8 years (18.8 years for females and 14.4 years for males). 

A child born in 1982 could expect to live 74.5 years, about 27 years longer than 
a child born in 1900. The major part of this increase occurred because of re- 
duced death rates for children and young adults. Life expectancy at age 65 
increased by only 2.4 years between 1900 and 1960, but has increased by 2.5 years 
since 1960. 

About 1.9 million persons celebrated their 65th birthday in 1982 (5,200 per day). 
In the same year, about 1.4 million persons 65 or older died, resulting in a net 
increase of over 560,000 (1,550 per day). 

2. FUTURE POPULATION 

The older population is expected to contim^e to grow in the future. This growth 
will slow somewhaw during the 1990s because of the relatively small number of 
babies born during the Great Depression of the 1930s. The most rapid increase is 
expected between the years 2010 and 2030 when the "baby boom" generation reaches 
age 65. 

By 2030, there will be about 65 million older persons, 2 and one-half times their 
number in 1980. If current fertility and immigration levels remain stable, the 
only age groups to experience significant growth in the next century will be 
those past age 55. 



A. FACfS ABOUT THE ELDERLY 
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By the year 2000, persons 65+ are expected to represent 13.0% of the population. 
Thi'< percentage may climb to 21.2X by 2030. 

3. fWRITAl STATUS 

In 1983, older men were twice as likely to be married as older women (79% of men, 
40X of women). 

Half of the older women were widows (50%). There were over five times as many 
widows (7.7 million) as widowers (1.4 million). 

though divorced older persons represented only 4% of all older persons in 1983, 
their numbers (nearly one million) had increased four times as fast as the older 
population as a whole in thi preceding 20 years (2.7 times for men, 5.4 times for 
women) . 

4. LIVING ARRANGEMENTS 

The majority (67%) of older non-institutionalized persons lived In a family set- 
ting in 1983. Approximately 8.7 million (82%) older men and 8.7 million (57%) 
older women, lived with families. The proportion living in a family setting de- 
creased with age. An additional Z% of both men and women, or one-half million 
older persons, lived with nonrelatives. 

About 31% (7.9 million) of all non-lnstltutional ized older persons lived alone 
(6.2 million women, 1.6 million men). They represented 41% of older women and 
15% of older men. Older persons living alone Increased in number by 130% between 
1963 and 1983, nearly three times the growth rate for the older population In 
general . 

A 1975 study found that 4 of every 5 older persons have children. Of these, 18% 
lived In the same household with a child and another 55% lived within 30 minutes 
of a child. Three-fourths (77%) had seen a child within the previous week. 

While a small number (1.3 million) and percentage (5%) of the 65+ population 
lived In institutions (primarily nursing homes) in 1980, the percentage increased 
dramatically with age, ranging from 2% for persons b5-74 years to 70% for persons 
75-84 years and 23% for persons 85+. 

5. RACIAL AN D ETHNIC COMPOSITION 

In 1983, about 90% of persons 65+ were Hhite» 8% 81ack, and about 1% were other 
races (Including American Eskimo, Asian and Pacific Islanders). Persons of 
Hispa.nlc origin (who may be of any race) represented 2% cf the older population. 

6. GEOGRAPHIC PISTRIBUTIOW 

In 1983, about half (45%) of persons 65+ lived in seven stdtes. California and 
New York had over 2 million each, and Florida, Illinois, Ohio, Pennsylvania, and 
Texas each had over 1 million. 

Persons 65+ constituted 13.0% or more of the total population in eleven states:- 
Florida (17%); Arkansas, Rhode Island, Iowa, Pennsylvania, South Dakota, and 
Missouri (14% each); and Kansas, Maine* Massachusetts, and Nebraska (13% each). 



11 




In twelve states, the 65+ population has grown by more than 10% since 1980:- 
Alaska and Nevada (24% each); Hawaii (17%); Arizona (16%); Idoho, New Mexico, 
South Carolina, and Utah (12% each); Florida and North Carolina (11% each); and 
Delaware and Washington (10% each). 

Persons 65+ were slightly less likely to live m metropolitan areas in 1980 than 
younger persons (71% of the elderly, 75% of persons urder 65). About 32% of 
older persons lived in central cities, and 39% livpd in suburbs. 

The elderly are less likely to change residence than other age groups. In 1980, 
only 23% of persons 65+ had moved since 1975 (compared to 48% of persons under 
65). The majority had moved to another home in the seme state. 

In 1980, over 1.1 million persons 65+ had moved to ? fiifferent state since 1975. 
Of these, over two-fifths (42%) had moved from .'he Northeast or Midwest region to 
the South or West (compared to 27% for younger persons) and one-fourth (25%) had 
moved to Florida (8% for y^'inger persons). 

7 INCOME 

The r'Hian income of older persons in 1983 was $9,7b6 for males and $5,599 for 
females. These incomes were 6.3% and 4.4% higher, respectively, than in 1982, but 
the increases were not statistically significant after adjusting for inflation. 

Families headed by persons 65+ reported a median income in 1983 of $16,862 
($17,442 for Whites and $10,438 for Blacks). Nearly one of every four (23%) 
families with an elderly head had income less than ''10,000 and 28% had incomes of 
$25,000 or more. 

Elderly persons living alone or with nonrelatives were likely to have low incomes 
with half (51%) reporting $7,000 or less. Nearly a third (30%) had incomes under 
$5,000, while only 17% had $25,000 or more. The median income in 1983 for these 
individuals was $6,938 ($7,364 for Whites and $4,505 for 81acks). 

The major source of income for older families and individuals in 1982 was Social 
Security (?7%), followed by earnings (24%), asset income (23%), public and 
privdte pensions (13%), and "transfer" payments such as Supplemental Security, 
unemployment, and veterani/' payments (2%). 

Older households were more likely than younger households to have one or more 
members covered by Medicaid in 198? (13% vs 9%), but less likely to have received 
food stamps (6% vs 9%). About one-fourth (22%) of older renter households lived 
in publicly-owned or subsidized housing (9% for younger renters). 

8. POVERTY 

About 3.7 million elderly persons were below the poverty level in 1983. The pov- 
erty rate for persons 65+ was 14.1%, less than the rate for persons under 65 
(15.4%). Another 2.2 million or 8% of the elderly wert classified as "near-poor" 
(income between the poverty level and 125% of this level). In total, over one- 
fi.,h (22%) of the older population were poor or near-poor in 1983. 
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One of every eight (\^%) elderly UhU6» was poor, compared to over one-third 
(36%) of elderly Blacks and about one-fourth (23%) of elderly Kispanics. 

Older women had a higher poverty rate (17%) than older men (10%). Likewise, 
older persons living alone or with nonrelatives were more lively to be poor (26%) 
tnan were older persons living in families (8%). 

The percent of elderly below the poverty level was higher in non-metropolitan 
areas (18%) than in metropolitan areas (12%). 

The nine states with the highest poverty rates for older persons in 1979 were all 
in the South'- Mississippi (34%); Alabama, Arkansas and Louisiand (28% each); 
Georgia (26%), South Carolina and Tennessee (25% each); North Carolina (24%); and 
Kentucky (23%). 

9. HOUSING 

Of the 17.7 million households headed by older persons in 1983, 75% were owners 
and 25% were renters. Older male householders were more likely to be owners 
(83%) than were females (65%). 

The housing of older Americans is generally older and less adequate than the 
balance of the nation's housing. About 40V of the homes owned by older persons 
in 1980 were built prior to 194u (22% for younger owners) and 9% were clas<^ified 
as inadequate in 1981 (6% for younger owners). 

Households headed by older persons in 1980 spent about ^he same percentage of 
their incomes (22%) on housing (excluf^ing maintenance and repair) as did younger 
households (20%). However, this similarity is due to the larger proportion of 
older households which own their own home free and rlear. The percentage of 
incom** spent on housing was higher for older households than for younger 
households among homeowners without a mortgage (16% vs. 10%), homeowners with a 
mortg&ge (26% vs. 19%), and renters (32% vs. 25%). 

In 1981, the median value of h0ii.es owned by older persons was $44,400 ($28,900 
for xks and $38,300 for Hispanics). About 84% of older homeowners in 1980 
owned their homes free and clear. 

10. EMPlOYMENr 

About 12% or 3 million older Americans were in the labor force (working or 
actively seeking work) in 1983, including 1.8 million men and 1.2 million women. 
They constituted 3% of the U.S. labor force. About 4% of these were unemployed. 

Labor force participation of older men has decreased steadily, from about 2 of 3 
older men in 1900 to 1 of 6 (17%) in 1983. The participation rate for older 
females rose slightly from 1 in 12 in 1900 to 1 in 10 during the I950's, but 
dropped to 1 in 13 (8%) in 1983. 

Approximately half (53%) of the workers over 65 are employed only part-time: 47X 
of men and 61% of women. 
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About 790,000 or 27X of older workers In 1983 were self-employed, compared to 9% 
for younger workers. Three-fourths of these were men. 



U. HEALTH AND HEALTH CARE 

In 1981, 30X cf older persons assessed their health as fair or poor (compared to 
lOX for persons under 65). There was little diffrrence between the sexes on 
this ni asure, but older Blacks were moro likely to rate their health as fair or 
poor (48%) than were older Whites (29X). 

The number of days in which usual activities are restricted because of illness or 
Injury increased with age. Older persons averaged 40 such days in 1981 (38 days 
for males and 42 days for females, 17 days for younger persons) and both males 
and females spent all or most of 14 of these days in bed (6 days for younger 
persons!. 

The need for functional assistance also increases sharply with age. In 1979-80. 

about 2.7 million older persons living in the conr;nunity needed the assistance of 

another person to perform one or more selected personal care or home management 

activities. This figure represented 11. 5X of non-institutlonal ized older persons 

(9X of males, 14X of fetnales), but the percentage ranged from 7% for pp'^sons 

65-74 to 16X for persons 75-84 and 39% for persons 85+ (31% of r.ales, ♦% of 1 

females). (Selected personal care activities included bathing, dressing, ,«t1ng, 

using the toilet, getting In or out of a bed or chair, or caring for a bowel 

control device. Selected home management activities Included walking or going 

outside, preparing meals, shopping, routine chores, or handling money. Persons 

were classified as needing assistance if they needed help from another person to 

do one or more of these activities, could not do one or more of them at all, or 

stayed in bed all or most of the time). 

Most older persons have at least one chronic cond't.on and many have multiple 
conditions. The most frequently occ-rring conditions for the elderly in 1981 
were: arthritis (46%), hypertension (38%), hearing impairments and heart condi- 
tions (28% each), sinusUls (18%), visual impairments and orthopedic impairments 
(14% each), arteriosclerosis (10%), and diabetes (8%). 

About 18% of older persons were hospitalized during ig81 compared to 9% of per- 
sons under 65. The elderly were more likely than younger persons to have more 
than one hospital stay per year and to stay in the hospital longer (10 days vs. 7 
days). Older persons also averaged more visits to doctors in 1981 than did per- 
sons under 65 (6 visits vs. 4 visits). 

In 1984 the 65+ group is projected to represent 12% of the U.S. population but 
account for 31% of total personal health c^re expenditures. These expenditures 
are expected to total $120 billion and to average $4,202 per year for each older 
person, more than 3 times the $1,300 spent for younger persons. About $1,000 or 
one-fourth cf the average expenditures is expected to come from direct ("out-of- 
pocket") payments by or for older persons. 

Health care costs in America have been expanding at about 10 percent a year and 
are now approaching 10 percent of the entire Gross National Product. In 1984. 
Americans spent $387.4 billion for health care. The largest single expenditure 
was $258 billion paid for hospital care. Nursing homes received about $32 
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billion. Expenditures for home hedlth services are «;mall by comparison to either 
of the above and are estimated at some $3.3 billion in the same year. The latter 
figure does not include another $3 billion in durable medical equipment and sup- 
plies provided to clients in their homes. 

The Federal government paid for about 30 percent of the total through Medicare 
($63 billion) and Medicaid ($19.7 billion), the latter being a state matchir.9 
program with a grand total of some $40 bill 10.. in expenditures. 

The Federal government spent something like $100 billion for healfi care in 1984. 
Private health insurance paid 31% of the total, or some $107 billion. Consumers 
picked up an additional 28% ($95.4 billion) out of their own pockets and state 
and local governments paid 10% of the bill. 

Home health expenditures still constitute a tiny part of either Medicare or 
Medicaid programs. 

In 1984 only some $600 million was paid for home care by the Medicaid program. 
New York State alone accounted for more than half of all national expenditures. 
This is true in spite of a requirement that all states offer h:me care coverage 
under this program. 

Home health expenditures constituted some 3.1% of the Medicare program in 1984, 
increasing only two percentage points since 1971. In 1971, home health care made 
up only IX of Medicare expenditures. 

There are some 31 million Americans eligible for Medicare, but only about 1.2 
million utilize home health services in any given year. 

The average Medicare home visit cost $42 in 1984 as compared to $62 a day for a 
nursing home and about $300 a day in a hospital. 

Medicare paid about $40 billion for hospital care in 1984, about $15 billion for 
physicians' services, and only about $2 billion for home health care. 



BACKGROUKO ANO HISTORY OF HOME HEALTH BENEFITS UHOEil HEOICARE 

Home health benefits were included in the Medicare law as originally enacted in 
1965, based on a limited experience. These services were not generally available 
at that time, nor were they normally included in private insurance coverage. 

Home health benefits were included in the Medicare benefit structure on the 
recommendation of medical care experts to provide benefits of particular advan- 
tage to old^r persons who may often need lower levels of intensity of care than 
is provided in hospitals for extended periods and who prefer to receive these 
services 1.1 the familiar surroundings of their homes. Experts also expected that 
h'ne carC' would improve the efficiencies with which Medicare services were pro- 
Mdco oy reducing the need for hospital or nursing home institutional services. 
Medicare legislation provided for the coverage of home health services, but be- 
cause of the absence of experience with such coverage and the risk involved, 
policymakers could not predict--in the beginning— how the service would grow and 
change once coverage occurred. As a result, the 196t) law set out a number of 
conditions applying to the coverage of home health services. These limitations 
included the following: 
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1. Home health benefits under the Hospital Insurance (Piirt A) portion of Medi- 
care were available only after a prior hospital stay of three or more days. 

2. Benefits under the Supplementary Medical Insurance (Part B) portion of the 
program were subject to an annual deductible and 20X coinsurance payment for 
covered services. 

3. The number of covered home care visits was limited to 100 'isits per benefit 
period within a year after hospital discharge under Part A and 100 visits 
during e calendar year under Part B. 

4. Hone health services had to be ordered by a physician and provided under a 
plan developed by the physician. 

5. The patient had to be homebound. 

5. For coverage to be available, nursing services or physical or speech therapy 
had to be needed on an intermittent basis. 

7. Home health aide services could be provided on a part-time or intermittent 
basis, but only to the extent permitted by regulations. 

8. Services provided had to be reasonable and necessary for diagnosis or treat- 



9. Investor-owned agencies (of which there were none at the time of enactment) 
could participate only if licensed (few states licensed home health agencies 
at that time). 

Many of these limitations on home health services are matters which were subject 
to considerable administrative discretion, expressing the need for flexibility 
related to limited exper^^nce and availability of home health services. At the 
program's beginning, much of this leeway was given over to the fiscal intermedi- 
aries, which ontract with the Federal government to administer Medicare, and it 
was generally argued that the intermediaries' interpretations of law and regula- 
tion were liberal in allowing coverage. Furthermore, the Department (Health, 
Education and Welfare at the time) strongly supported efforts to increase the 
number of home health agencies and to strengthen existing agencies to assure that 
home health services would octually be widely available to the elderly. As a 
result of these two factors, expenditures on home health services in the first 
few years, from 1966-1969, inci eased very rapidly, as shown in Table 1. 



ment. 
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TABLE 1 

ANOUNT REIHBUrSED 8Y MEDICARE 
for 

HOME HEALTH SERVICES 
1966-1985 
(ttllllons) 



1966* 


S 


3 


1976 


S 


295 


1967 




46 


1977 




366 


1968 




67 


1978 




427 


1969 




78 


1979 




518 


1970 




62 


1980 




662 


1971 




57 


1981 




814 


1972 




66 


1982 




1.091 


1973 




93 


1983 




1,368 


1974 




144 


1984 




2,016 


!975 




217 


1985 




2,233 



* Expenditures in 1966 represented coverage for only part of the year and 
reflected delays in the iriUial payment process. 
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Expenditures ^^use sndrply rrj-, $4^. .util.ur' lib/ f.e tir^i full ye.ir of 
operdtion--to S7^ mniiop in w-' i, in .-.( :i;;r,ost in two ^ears,^ 

Subsequently, howov<^r, larjcl/ '^i . » .st c*^ p.>l,v,y ^ hanjes ddopttd by 

Medicare proyram mana^jers, o^^p.Mnn* ... . , c'r,.^!!y n-CluMtj m 1970 and remained at 
low levels until n72, atrer »vft'. r; , .nr. tut,, ,,..ir.j -^^ '.j .f^r«dse in expendi- 
tures again occurred ijr.dhaU'i '.;i'/.jn 

The large annual mctv**: », . . m - ,..(►, r j^st 10 years 
have been fiue,> in pa^:, . -^,)< ^ - ...^fred by Medicare 

(including the (J'sah\i • . , . ^. •ilL.tion of benefits 
for home health sem^es [^^ , ..u ty r,^ T-.^. . -j-- ir. 1980). Leyisla- 

tive changes adopted m I'V-V. . -jti : - qj^i^) , • ,^ :^f^^e-d3y hospital 

stay requirement and th«> jLt 'M ^ jr.' vrti'. .jr ,m ^ 5>;o'>'j d> they applied to 
home health bpnefits undt-r rorn ^J3'*t-, ;f ..i-.. 'K.p l». ^'.oted was the limit 
on thp piaximtin nrimber of visirs c^vcre'l hj- ^>r. ^-^r, 3^>\ th^ special licensing 
rof.ulrements appl :ed tu invest jro«nt>'1 ,j^^n i--., ' f<>-:or, of course, IS 

fie i-^petus of the p'-o-.p^ct v.r^ . lyieo^ ;jRG) r mh^ irs.v,..r;t; systei.i for Medicare 
participating hospitals. 

While some of the coveraijn ' i:r-it'o^s w.',-" «.-r yvj'-s, other kinds 

of restrictions wore r)*>in'- app'^.^^ t - , i : 'r.ot r-jles for home 

health services. Pe^nr)'jrsei'i»'^t fcr *^>j^r, ^03':^! sfrvi---, orfnuPd to be computed 
on a retroactive, rersu'^ahW ""i^"^, '5* w-""-'' '■^jfrj^^ct to certain 

limits. These lirits--appl il'*i ^l'.' 1Q7^ ur -.^ji l.jn-p aiithonty enacted in 
1972--put ceilings on the a/erage (^S'-t* [.(t . u n'' 1 hore health agencies 
payable by the Medicare pro^jra'n. N.^w :-si lin.t^ cnno-ncf^d *'^r the year begin- 
ning July, 19R5, now priw^* s.',r3"U" -im-js » .w.-; vjo costs for each 
home health disciplinp rathe'- than *or an av*>ritjp i,r tne combined costs of dif- 
ferent types of home health servir«>s a^ ^r^^i^,,^ ."-ovi^jsly. 

The current cost li.T.its on hor- '**,-iUr> r:r,> i r. wj ' -)nr'*)is only on costs per 

visit. The number of v:>-'ts pf^nvii-^i n ^(.,.0 i-.rf.,jsinq Substantially 

faster than the costs n^^r visit, ^i,,^ _ q< ^^^i^^ 

visits ts primarily d ^i-.,- ^. •r'-, * , ^^7-;.; servpd. 

Capacity to provide home Cdr..> his increas-'1 -natch th*- dcn^nd tor the service. 
A major element in the capacity nrrtio*' has '^r,^ j^^wth in the number of 

home health agencies smrp ]^^^, 

As a result 0^ all thesp far tors, wt-il,- ' n*^ t 3! ^.p-.i-f. rv.tnber of visits oer 
person served has been relativelv statiL' -n ^•^cn; y^^r^; increasing only 
slightly the tot^l f^ip^^ndirore^ f." -or. , ^^/p substantially 

increased {f >m 1^, of -hf> prourar- ^r 1'J71 fr, ^ p^t^ ^^f^ persons 

served, visits, and chargf»«. per ^su e^*'- ^h,/;" 'n \ot'^ ?, 





Table 2 



Ilcdicoro: Utilization of Howe Health Servicesr 
Selected Calendar Years 1975-19C4 





Persons 


nor»p ftp A 1 h h 


Visits 


Visi ts 


Average 


Calendar 


Served 


Visits 


Per IrOOO 


Per Person 


Charge Per 


Year 


(in thousands) 


(in ni 1 1 ions) 


Enrollees 


Served 


Visit 


1975 


500 


10.8 


431 


21 .6 


$ 20 


1977 


700 


15.8 


597 


22 .5 


25 


3 979 


870 


20.0 


717 


22 .9 


30 


1980 


060 


22.6 


792 


23.4 


33 


1981 


1,080 


26.: 


902 


24.3 


36 


1982 


1,190 


31 


1 ,060 


26 .3 


40 


1983 


1,380 


37.6 


1,252 


27.3 


43 


1984 (E) 


1,430 


40.5 


1,330 


28.0 


46 


Annual Percentage Increase 










1975-1983 


13.5 


16.9 


14.3 


3.0 


10.0 


1983-1984 


5.1 


7.7 


6.2 


2.6 


7.0 



E^estimate 



Source: Health Care Spending Bulletin, 85-04 
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BENEFITS PROVIDED 



The services now covered by Medicare as home health services include the 
foil owl ng '.• 

1. Part-time or intermittent nurs.ng care; 

2. Physical, occupational, or speech therapy; 

3. Medical social services; 

4. To the extent permitted in regulations, part-time or intermittent services 
of a hor.e health aide; 

5. Medical services of interns and residents under an approved teaching program 
of a hospital with which the agency is affiliated; and, 

6. The foregoing services furnished on an outpatient basis at a hospital, 
skilled nursing facility, or rehabilitation center, under arrangements made 
by the home health agency, involving equipment that cannot readily be made 
available at the patient's residence. 

The home health services covered in practice depend also on certain other limita- 
tions applied by law, regulation, and administrative policies relating to their 
coverage. The limitations applied by law to coverage were discussed above. Among 
the regulatory and manual directions that are of particular significance to home 
health benefits are the rule^ related to:- (1) the homebound requirement; (2) the 
definition of "part-time or intermittent" services; (3) the rules for determining 
whether a "skilled" nursing service is required; (4) the extent to which services 
by a home health aide may be covered; and, (5) f-e basis for determining the 
degree to which home health services are reasonable and medically necessary. 

1. To be considered homebound, a patient is expected to have a normal inability 
to leave home so that leaving, if possible at all, would require a consider- 
able and taxing effort. The basic issue that underlies the finding as to 
whether the patient is homebound is whether or not the patient has the capa- 
city to obtain the health care needed oucside of, rather than in, the home. 
The Medicare manuals cite a number of examples that indicate when a patient 
is to be considered homebound, as well as citing cases where absences from 
the home would not constitute indications that the patient has the capacity 
to obtain the care outside the home. For example, occasional walks around 
the block or a drive do not indicate the patient is not homebound. 
Generally, the patient is said to be considered homebound, for example, if 
he requires canes, crutches, wheelchair, a walker, or assistance of another 
person to leave the home. While the definition of homebound would not appear 
to be very restrictive, a HCFA 1984 study found that about 1% of home visits 
were being provided to persons the staff did not find to be homebound. 
Furthermore, in a 1981 report, the GAO cited the term, "homebound," as being 
insufficently defined or documented in home health clai.ns. 

2. Part-time or intermittent service is said to usually mean service for a few 
hours a day several times a week. Eight hours of service may be covered for 
a limited period when neither part-time home care nor institutionalization 
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IS feasible. Intermittent care usually means a recurring need for care at 
least once in sixty days. Less frequently needed care is rot covered. 
Part-time care will be paid for seven days a week when needed for a short 
period of time (two to three weeks and sometimes longer if special condi- 
tions--e.g., relapse or terminal care--warrant) , When more frequent care is 
provided than would be covered by HC^A rules, the agency is asked to report 
the total care and not to bill for only the level that would be covered. If 
the total would be non-covered because it is too continuous » no payment is 
made for any part of the care. 



3. In determining whether skilled nursing care is required, consideration is 
given to both the inherent complexity of the service to be provided and the 
condition of the patient, v/hen a service can be safely and effectively per- 
formed by the average non-mt»dical person without the direct supervision of a 
licensed nurse, the service cannot be regarded as skilled. Observation and 
evaluation may be considered a skilled service, as may be teaching and 
training activities, supervisory activities, therapeutic exercises, inser- 
tion and irrigation of a catheter, intravenous and intramuscular injections, 
and treatment of extensive decubitus ulcers. 

4. The primary fi.nction of a home health aide is personal care, which may be 
covered when skilled services are also needed. The home i ealth aide may 
also perform certain incidental household services to prevent or postpone 
institutionalization, which may be covered if they do not matenally in- 
crease the time required for the visit and the visit is required t") deliver 
covered health services. If the time for the visit is materially increased 
by the household services, they are not reimbursable. The home hea.th aide 
provisions are the only ones under which non-health home care services may 
be covered. 

5. No home health services are covered unless skilled nursing or physical or 
speech therapy is required, and home health services must be reasonable and 
necessary for the treatment of illness or injury of the patient. Preventive 
services are not coverel. Observation and evaluation of the patient's condi- 
tion IS covered only whi'n a reasonable probability exists th:c significant 
changes in condition may occur that would require skill to evaluate for 
indication of a need for a change in treatment. Sometimes a home service has 
been considered not reasondi^le and necessary because it is considered too 
complex to be delivered in the *iome setting. In other cases, the services 
n.ay cease tc be covered as no longer necessary because the patient's condi- 
tion has changed to the point that service* are no longer needed. 

The preceding five points are tne ratchets which have been used by the Department 
of Health and Human Services to tighten eligibility for home care services. By 
tightening the ratchets, DHHS has restricted the availability of services man- 
dated by law and increasingly placed home health agencies in the position of ren- 
dering services to clients eligible for Medicare upon physicians' orders only to 
be told that the care is non-covered and that they will not be paid for their 
work. 
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Home health agencies are told that individuals do not qualify oecause they arc 
not sick enough (they do not meet the arbitrary test of "skilled nursing care"). 
They have also been told that the patient is too sick (does not meet the test of 
"intermitt3nt caro") and that they should have known better than to try to render 
care for irdwiduals who really belong in a nursing home. 

They have been told that patients do not qualify because the care was not rea- 
sonable and necessary, and yet their own medical judgment and that of the 
patient's physician was that the care was necessary--perhaps even vital the 
wel 1 being of the client. 

They have been told that they cannot be paid for care rendered to clients because 
the clients have mobility (they were not homebound). The paradox is that Medicare 
and medical ethics demand that the agency do everything in its power to restore 
mobility to the client, yet they will be barred from reimbursement if they suc- 
ceed. More and more, the term "homebound" has been interpreted to mean "bed- 
bound." This unfortunate development is completely out of sync* with 
Congressional intent as expressed in law and i-- • ^is. 

In addition, the fact that Medicare contracts w;th various intermediary insurance 
companies to adjudicate and pay claims and, there^ter, to audit providers has led 
also to enormous inconsistency. Patients with identical diagnosis have been 
(a) denied care because the' were too sick, (b) de if* -are because they were not 
sick enough and, (c) accepted and paid for by Medicare. In all instances, the 
home health agencies in question were providing the service ordered by a 
physician. 
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III. THE NEED: THE GROWING CARE GAP 



The United States is generally reg 'ded as having one of the best systems of med- 
ical care in the world. It is also one o* the most expensive. There are few who 
would criticize the quality of care, but there are man> experts who would chal- 
lenge the efficiency of th*^ system. 

It IS peculiar paradox that the blessings of the unique American system of 
medicine do not fall evenly on the entire population. 

It is a shock to most people to learn that epidemics still run unchecked in cer- 
tain parts of America. There are places in America where infant mortality is as 
high as in less developed nations. There are areas where mothers have no health 
care prior to birth, where children, if they survive, are raised without b'^-^efit 
of tr-* finest system of medicine the world nas yet seen. 

It is hard to understand such poverty in the midst of the bountiful blessing 
which this nation affords. 

The samp can be said of the problems which confront the nation's older Americans. 
The elderly have been helped immeasurably by Medicare. It is *:he rock that they 
lean upon, and yet that rock has developed numerous wide fissures, and there 
real concern among the elderly that it will either crumble or be taken out from 
under them. 

There are other groups, of course, who are going without the medical care that 
they need:- the handicapped and disabled, for example, and the mentally impaired 
for another. 

It is the growing gaps in America's health care system which continually lead to 
discussions of the desirability of enacting some kind of national health insur- 
ance plan. 

It was the gaps in the existing system in the early 1960's which was the princi- 
pal reason that Congress chose to enact the Medicare program. 

Congress stated the principle that ability to pay should have nothing to do with 
access to the highest quri <ty health care available. The principle was central 
to Medicare. The law wau a reaction against the abhorrent two-class system of 
medicine which existed at trie time: one for those who could pay, and another for 
those who could not. 

To this day, serious gaps remain in the health care systei, . It can be argued that 
the gaps today are wider than they have been at any time since the enactment of 
Medicare. For exampU:- 

0 In 1985, the Foundation for Hospice and Homecare estimated that many of the 
10 million children with birth defects or related problems were either going 
without needed care or alternatively, were unnecessarily institutionalized. 

0 In 1984, the Urban Institute estimated that about 20 percent of the American 
public was without any form of health ini -ranee. 
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0 In 1985, the Medicare program still only covered about 38 percent of the 
health care expenditures of older Americans. There are tremendous caps In 
that coverage:- There is no coverage for eyeglasses, hearing aids, dental 
care, out-of-hv "jital prescription drugs, extremely limited coverage of home 
health care, 6i>(j virtually no coverage for long-term care either offered 
through home hejith agencies or nursing homes. The mental health coverage of 
Medicare is also nothing to brag about. 

0 Even though Medicare by law provides health care coverage for the disabled, 
the definition of disability is so limited that few actually qualify. 

0 The quality and the availability of health care to the armed forces and 
veterans have recently been under fire. The charges include both lack of 
coverage and inappropriate utilization. 

Employers, unions, private health insurance companies and government have all 
expressed grave concern about the growing gaps in the American health care 
system. Irony compounds irony because these developments have occurred at a time 
when budget constraints have sharply limited what each of these entities can do 
to provide health care to all those who need it. 

Given the limitation on dollars, the search has moved in the direction of cost 
containment and greater efficiency. Greater efficiency, it is argued, would save 
money and perhaps even free up enough of it to actually extend benefits. 

The Reagan Administration has turned to competition and unleashing of the free 
market forces with the thought that this wilt force prices down. With lower 
costs, more services can be provided for the same dollar. 



The one area which is most troubling is long-term care. The fastest growing age 
group in America is that over age 85. Americans who live to this age and beyond 
will inevitably suf fe from multiple disabilities. These proble.ns tend to be com- 
plex and chronic In nature. As more and more Americans reach this plateau in 
life, the need for long-term care services will become all the more acute. 

The present system of health care is geared towards acute care. Understandably, 
physicians seem to be more interested In acute problems where some dramatic cure 
Is possible than In chronic problems which persist from day to day. 

The American policy towards long-term chronic disease is neglect or abandonment. 
The only answer to the long-term care dilemma at the present time is nursing home 
placement. But this, too. Is only available (a) to the very rich who can pay 
their own way, or (b) to the very poor who have exhausted their income and assets 
and are willing to take the pauper' <i oath and become wards of the State. 

Prior to the enactment of Medicare, many home health agencies provided long-term 
care, taking care of patients on an intermittent basis in their own homes off and 
on for years at a time. The funds to make this possible were raised privately. 
Medicare changed all of that, and home care became molded in the Image of Medi- 
care with Its emphasis on acute care. To be sure, many home care agencies still 
provide long-term care, but it Is increasingly becoming a struggle to do so. 



LONG-TERM CARE 
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There are also Increasing pressures on industry to cover long-term care on behalf 
Of their employees. These pressures are amplified because of the growing cost of 
health care and the need for cost contalnme-- The dllenwa: how to extend cover- 
age for long-term care and reduce costs at the same time. It Is obvious that 
home care Is the solution to the dilemma, 

CO^J C(WTAlNME>fT PLACES PRESSURCS ON INSTITUTIOKAl CARE 

What we are witnessing today is an increasing trend foi the gap in unmet health 
care needs to widen because the pressures of health care cost containment are 
reduc ng access and entry to institutional care without a corresponding adjust- 
ment In coverage policies for home care and other non-institutional care to cover 
services which were either previously covered In institutions or never covered at 
oil. The three main pressures have been: the development of prospective payment 
systems applicable to inpatient hospital and nursing home care; the development 
of more restrictive private business and private health insurer policies for 
covering Institutional care; and increasing state limits on the expansion of 
skilled nursing home and Intermediary care facility bed capacity. 

Let's look at each of these factors. Fir st is the development of prospective 
payment-type systems. In ig83 Congress passeT'legislation (P.L. 98-21) phas1nq-in 
over four years (effective October 1, 1983) a prospective payment system for 
inpatient hospital services under the Medicare program. This system, called ORGs 
(Diagnosis Related Groups), replaced the previous cost-based reimbursement system 
which had resulted in $33 billion in Medicare outlays in FY ig82 (66 percent of 
the total Medicare Budget) - compared to 2.4 percent for home care. The Medicare 
ORG system was a late development in the overall move by government health care 
payors away from the cost-based system to some variety of predictable, fixed 
payment system. At least four states prior to 1983 had Implemented a prospective 
payment-type system for all payors for inpatient hospital care, including Medi- 
care (New York, New Jersey, Maryland and Massachusetts). And, as of ig80 the 
General Accounting Office (GAO) reported that 33 states had a prospective payment 
type system for their Medicaid nursing home program. As of early 1985, HCFA was 
still in the midst of a project to develop a prospective payment system for 
Medicare 3NF payment. And the trend continues. As of the end of 1984, several 
states either had adopted, or had committed to adopt, a Medicare ORG type payment 
system for the Medicaid inpatient hospital program (Michigan, Pepnsylvaniit, Ohio, 
Minnesota). And as of late ig84, several private insurers announced new programs 
modeled after the Medicare ORG program as the basis for their reimbursement of 
inpatient hospital care (Blue Cross Plans in Kansas, Oklahoma, Iowa, Arizona and 
Nebraska; pilots are underway in Blue Cross Plans in Florida and Michigan). 

Second is the one development of more restrictive private business and private 
health insurer policies for covering institutional care as well as the 
development of programs to encourage non-institutional care. For example: 

(1) The U.S. Chamber of Commerce reports 150 employer coalitions to contain 
health care costs. 

(2) The consulting firm of Hi 11 lam M. Mercer, Inc. found in a 1984 survey of 
1,420 companies that 42 percent of the respondents with 10,000 employees or 
more have plans to develop health care management strategies. 
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(3) i*ie Midwest Business Group on Health in March 1984 found in a survey of 64 
companies representing over 1 million employees in an 8 state area:- 



* 52 companies have implemented extp ded care facility benefits, 10 of 
Ujese with no requirement for prior b'-pital stay. 

* 49 have implemented or planned home care; 18 are considering it. 

* 72% have expanded oul-patient surgery benefits and 38X implemented 
greater reimbursement than available as an in-patient. 

* 16 have or will be paying for birthing centers, a relatively new 
concept; 35 have interest. 

* Hospice care has already been implemented by about 2SX of those 
responding; nearly half expressed interest. 

(4) Blue Cross/Blue Shield of Maryland has reported a savings of $1.2 million 
in 1982 from its Coordinated Home Care Program, largely by reducing the 
average subscriber's inpatient day st lys by 8.9 days. Since 1973 the Blue 

• Cross program iias reported a net savings of $6.3 million for the program. 

(5) Aetna Life and Casualty has reported an average savings of $60,000 per 
case from its Individual Care Management Program by using home care for 
victims of catastrophic accidents and illnesses. 

(6) At least fifteen Blue Cross and Blue Shield Plans now offer programs to 
encourage early maternity discharges to home care. Blue Cross estimates 
that if only one-half day were cut from the average 3-day normal delivery 
stay there would be a $40-$50 million annual savings in hospital costs. 

(7) In July 19b the Blue Cross and Blue Shield Association reported that 90 
perc t of then* plans have home health coverage. 

(8) In June 1985, the U.S.- Bureau of the Census reported that 46 percent of 
all health insurance plans of medium and large firms have home health 
coverage and 11 percent have hospice coverage. 

A recent survey of Fortune 500 companies found that ambulatory surgery programs, 
used by 82 percent of the respondents, ranks first among 15 different strategies 
identified by b'jsiness as a means to control healthcare costs; wellness programs, 
on the other hand, were ranked last in importance as a cost containment strategy. 
Home care ranked seventh. The survey was conducted in January 1985 by PULSE 
Measurement Systems (Indianapolis, Ind.) and Hospitals Magazine. 

According to the survey, U.S. business has apparently embraced alternate health- 
care delivery systems, such as ambulatory surgery and outpatient testing, as more 
important strategies for reducing healthcare expenditures than participation in 
business coalitions cT representation on hospital boards. The eight approachos 
considered most important are, in descending order, ambulatory surgery, pre'd- 
mission testing, greater cost sharing with employees, self-insurance programs, 
utilization review programs » second opinion progrdms, home healthcare, and 
preadmission review. 
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The survey concludes that business is also showing greater interest In ppOs 
(Preferred Provider Organizations), which were cited as having the greatest 
growth potential among alternate delivery systems. In 1983, only 6 percent of 
the respondents said they offered a PPO option tc their employees. By 1984, that 
number had risen to 16 percent and in 1985, 30 percent of all companies surveyed 
expect to offer a PPO option. 

While business is 'ooking optimistically at PPOs, it seems less enthusiastic 
about HMOs. The survey found that while 82 percent of the companies offer their 
employees an HMO plan, those same companies rate HMOs only of average importance 
as a strategy for fighting rising healthcare costs. And, though the number of 
companies offering mOs had steadily grown, this year fewer companies (by three 
percent) say they will offer HMO plans. Enployees, however, seem to like WOs; 
HMO enrollment among employees is up, and the percentage of companies with more 
than 30 percent of employees enrolled in HMOs has grown. 

Other findings of the survey include: 

0 Of the almost three-quarters of all compan.es that have second opinion pro- 
grams, 50 percent require employees to use the program before elective sur- 
gery, and 64 percent have a penalty associated with an employee's failure to 
secure a second opinion prior to elective surgery. 

0 In 1984, 67 percent of 109 unionized companies negotiated a contract with one 
or more of their unions. During these negotiations, health oenefit additions 
resulted 36 percent of the time, while deletions resulted only 19 percent af 
the time. However, coinsurance amounts required from employees were raised 
in 41 percent of the negotiations. 

0 tighty percent of the companies surveyed self-insure, the most frequently 
implemented non-provider cost containment strategy. 

0 Corporate medical directors, "arguably the most direct method to control 
costs because it places business in the realm of delivery," operate in the 
majority of the companies surveyed. 

Third , i? the increase of state limits on the expansion of skilled nursing home 
and intermediate care facility bed capacity. For example: 

* A 1983 GAO report (GAO/IPE-84-1 ) found 12 states which had limited the 
ability to have additional SNF beds constructed. 

* A 1984 report by the Intergovernmental Health Pol icy Project (of George 
Washington University, Wa'Jhington, O.C.) reported 1983 legislation to limit 
ICF arid/or nursing home bed construction in the states of North Carolina, 
Missouri, Minnesota ;»nd Kentucky. (IHHP, State Health Notes, No. 39, 
October-November 19^.3). 

An important caveat here i'> that there still are some states which have not 
limited the capacity for skilled nursing home and/or intermediate care facility 
growth and have not instituted a prospective payment or other types of limit? jn 
payments. Medicaid accounted for $13 billion for all nursing home costs in the 
nation. In addition, about 33 percent of all Medicaid expenditures are for SNFs 
compared to 1.7 percent for home care. 
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Overall, available data indicates that fewer A;nericans seeking health care seem 
to choose a hospital as their first option than in prior years or, if they do, 
their length of stay is substantially less. The American Hospital Association 
(AHA) cites th? effort .0 contain institutional care costs as a major reason for 
declining hospi .al bed occupancy rat«s and lengths of stay. Other studies corro- 
borate the AH;» data in analyzing the increasing number of hospitals experiencing 
or expecting to experience "financial distress." 

And despite all this pressure to constrain the cost of institutional health care. 
It is still expected that institutional costs will a:count for about 98 percent 
of all national health care expenditures in 1995 compared to 2 percent for home 
care services and product expenditures. 

A number of studie' predict the trend toward non-institutional care will con- 
tinue. For instance, a July 1964 study by Arthur Andersen and Company and the 
Ajnerican College of Hospital Administrators ("Health Care in the 1990s: Trends 
and Strategies") found:- 

0 In 1982, 87 percent of all hospital care was rendered on an inpatient basis 
and 13 percent on an outpatient basis. By 1990, it is projected the balance 
will shift to 80 percent inpatient and 20 percent outpatient; by 1995 the 
distribution is predicted to be 75 percent inpatient and 25 percent out- 
patient. 

0 Acute care hospital admissions were at 170 per 1,000 population in 1982 and 
are projected to drop to 165/1,000 population in 1990 and to 160/1,000 
population in 1995. 

0 Average hospital length of stay was at 7.6 days in 1982 and is projected to 
drop to 7.0 by 1990 and 6.5 by 1995. 

A 1S85 survey of 125 health policy experts by the Health Insurance Association of 
America ("The Health Cue System in the Hid-1990s"), found the following projected 
trends: 

0 Hospitals combining services to offer "totally integrated health care sys- 



0 HMOs and other alternate delivery systems will experience "explosive" growth, 

0 Care will continue to shift from inpatient to ambulatory settings, with phy- 
sicians joining group practices, 

0 Health insi'rers will emphasize beneficiary cost-sharing and offer multi- 
option benefit plans. 

Additionally, large chain health care providers are moving quickly to become 
integrated health care providers (see July 1984 CARING magazine), including 
offering their own insurance plans. As of July 1985 Hunana, American Medical 
International (AMI), Hospital Corporatin of America (HCA), National Hedlcjl 
Enterprises (NME), and Voluntary Hospitals Association (in conjunction with 
Aetna) already had initiated their own health insurance plans. 



terns". 
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There are several results of these ccst containment pressures: 



0 Some persons are receiving no health care. 

0 Some persons are receiving hospital inpatient care but being discharged on a 
legitimate medical basis "sicker and quicker" with either no follow-up or 
only limited follow-up care available. Some are too sick to qualify for the 
limited Medicare or other "intermittent" home care benefits and either go 
directly to a nursing honre or get re-admitted ifmediately to a hospital; and 
still others stay at home wi'hout appropriate follow-up care with their con- 
dition deteriorating so as to force them to re-enter a hospital or go to a 
nursing home. 

0 Some are literally ''dumped" into the community to fend ''or themselves. 

The question becomes, where do Americans go who previously were receiving hospi- 
tal inpatient care and how has our health care system adjusted its coverage and 
payment policies to accommodate the need it has helped foster for more non- 
institutional care. Some are turning more to self-care; some are turning to 
"alternative" service sources (home care, wellness centers, occupational health, 
birthing centers, primary care centers, rehab centers, ambulatory care, urgent 
centers, etc.); and some are turning to skilled nursing homes. 

FAILURE TO ADJUST NOH-INSTITUTIOKAl HEALTH CARE COVERAGE AND PAYMEHT POLICIES 

While government and private health Insurers are increasing the pressure to 
reduce institutional health care costs by more restrictive coverage and payment 
policies, these insurers have not simultaneously initiated adjustments in their 
coverage and payment policies for non-institutional health care sufficient to 
allow reimbursable coverage of care needed by large segments of the population. 
Some of this uncovered but needed care pre-dates the recent pressures to contain 
Institutional costs and has been Increased by the pressure of cost containment. 
Other uncovered but needed care has been created directly by the cost containment 
pressures limiting or eliminating care previously reimbursable in institutional 
settings. 

The current limits in coverage and reimbursement policies for home care are a 
prime Illustration of the gap in needed care. Government and private insurer 
policies for home care coverage and reimbursement simply ^ave not adapted to 
cover either the hl:torical unmet care need or the new unmet care need being 
created by the pressures on institutional health c re cos*- containment. 

The best way to understand the nature and extent of gaps in care as related to 
home care is to look at the two major categories of home care patients and care. 
The flr^t category is acute care patitnts. These are persons who aftei a short, 
and often Intense, period of treatment and rehabilitation at home usually will no 
longer need such services, or may need a periodic short re-entry to home care. 

The second category is for chronic or long-term patients. These patients usually 
require a longer period of treatment and often a wider range of services in order 
to maintain a minimal level of function so as to avoid institutionalization (or 
to limit the length of medically necessary institutional care). These two cate- 
gories of patients differ not only in the nature of the patients themselves, but 
the services needed and methods of payment. 
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ACUTE HOME CARE 



Acute home care usually involves skilled care (usually nurses and therapists) for 
a relatively short time to help the patient achieve rehabilitation, recuperation 
or recovery of independent function. These patients usually require some type of 
intense follow-up care for several weeks or months after discharge from an acute 
care hospital. Tyoes of patients amenable to acute home care include: 

0 Persons requiring respiratory therapy, chemotherapy, antibiotic therapy, 
enteral/parenteral nutritional therapy, other intravenous therapies and 
hemodialysis. In such cases, care which would have required initial and/or 
ongoing hospitalization can be provided at home usually by some combination 
of a physician, nurse or trained home health aide. 

0 Persons recuperating from general medical and surgical care hospitalization 
whose inpatient stays rrjay be significantly shortened by use of home care 



0 Persons who were hospitalized for a disabling condition (i.e., stroKo, hip 
fracture) who can receive little, if any, added benefit from inpatient care, 
but need continued intensive short-term rehabilitation services (to regain 
functional independence) which can be provided at home. Without home care, 
such persons may be forced to re-enter the hosptial or enter a nursing home. 

0 Terminally ill patients. 

Acute home care patients usually require mamly skilled care delivered by nurses 
and therapists. The nature and amount of supportive services (home health aides 
and/or homemakers) will depend on the nature of the functional impairment and the 
availability and capability of the patient's personal support system (i.e., 
spouse, parent, child, relatives, friends). 

Most payment systems which cover home care focus almost exclusively on services 
for acute home care patients. Medicare, the largest payor for such services 
($1.5 billion in FY 1982) -".overs only "intermictent" skilled nursing or "inter- 
mittent" home health aide ^are, limited medical social service, and limited phy- 
sical, speech and occupational therapy. However, Medicare has specific eligi- 
bility and coverage criteria which limit the nature and extent of acute care. 
First, the patient must be "homebounc*," except for short and infrequent trips 
outside the home for medical, and to some extent, non-medical reasons. Due to 
the latitude given private fiscal intermediaries (who process claims for Medi- 
care) in interpreting "homebound" status, patipnts who require acute honecare 
often are denied initial eligibility for home care. In other cases, patients are 
initially deemed eligible but are later deemed "not homebound" because the inter- 
mediary believes the patient has acquired too much mobility (often as d result of 
the physician-prescribed rehabilitative acute home care). And in still other 
cases, patients receiving outpatient chemotherapy or hemodialysis may be deemed 
"not homebound" because the intermediary feels they are leaving the home too 
frequently. 

A second limit on eligibility for Medicare home health is that only intermittment 
skilled nursing services, physical or speech therapy are qualifyiii^, ne«d cri- 
teria. The need for occupational therapy is not a qualifying criterion ftr ini- 
tial care, while it is a qualifying criterion for continuing care. This excludes 
yet another group of persons requiring home care. 



services. 
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Another Medicare limit on acute hume care is that the care can only be "intermit- 
tent^ skilled nursing and "intennl tt.Ht" home health aide care. The "Intermit- 
tent requirement similarly is subject to vdrym and inconsistent interpreta- 
tions by fiscal Intermediary - which can and do restrict the number of visits per 
day, nunber of days per week, and number of weeks total of Medicare covered home 
care a person may receive. A third Medicare limit is that of "skilled nursing" 
which similarly r»as varying and often restrictive interpretations by fiscal 
intermediaries. For Instance, In some cases an intermediary will deny reimburse- 
ment for nursing visits by saying the specific care was not "skilled" and should 
have been done by an aide or family member. Those types of medical judgments by 
the Intermediary often can run counter to physi,.ian orders. State Nurse Practice 
Acts, and/or accepted nursing practices. 

The basic Medicaid home health benefit, which paid about $500 million for home 
health care n FY 1982, also covers only acute hotre care and has the same limit- 
ing eligibility and coverage definitions as Medicare. In addition, the Federal 
Medicaid statute does not rpquire that states cover physical, speech and occupa- 
tional therapy. And states may (and many do) add further restrictions on eligi- 
bility, coverage and reimbursement. Some states have expanded their Medicaid 
coverage (to additional populations like the non-elderly, mentally retarded, 
developmental ly disabled) and services (e.g., by applying for a Medicaid 2176 
waiver) . 

Most private third party payors (such as Blue Cross Plans and the conroercial car- 
riers) increasingly provide some type of coverage of home care services in their 
basic policies. One reason is the cost containment aspect of home care. Another 
is that 17 states now require that private Insurers must have home care coverage 
In their policies. The state requirements, however, usually are limited in the 
nature and extent of required coverage. Private insurance generally tends to be 
restrictive with benefits usually either at the same level as Medicare or fre- 
quently less comprehensive in scope and payment than Medicare. In most cases, 
private Insurance standard policy coverage is limited to ski^i'^d c^re services on 
an acute basis to patients following acute hospitalization (i.e., a prior hospi- 
talization requirement - something Medicare dropped in 1980). Thus, standard 
private Insurance home care coverage provides little, if any, additional coverage 
to persons over 65 years of age and gives persons under age 65 only Medicare-type 
acute home care coverage or less. 

In addition to standard policy coverage of acute home care, some private health 
insurers have developed additional programs giving coverage for home care serv- 
ices for specific situatio^s (catastrophic Illness or accidents, maternity care) 
tied to decreased inpatient care. Medigap policies, designed to supplement Medi- 
care, are structured to give Medicare patients assistance in meeting deductible 
and copayment requirements and do not supplement coverage of actual home or other 
services. 



LONG TERM AND CHRONIC HOME CARE 

Long term care often is associated only with skilled nursing homes. This is pri- 
marily because payors orient their reimbursement for long term care to nursing 
homes. Contrary to the current payment practices, there is a need for a capa- 
bility to deliver long term care at home. Long term and chronic home care 
delivery applies to several types of patients: 
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0 Persons who suffer a severe injury or illness (i.e., trauma) who require 
long-term (over a period of months to several years) rehabilitation therapy 
with a combination of skilled and supportive services at home. 

0 Persons with chronic disabling conditions (i.e., multiple sclerosis, severe 
diabetes, Alzheimer's disease, partial or complete paralysis and various 
conditions causing ventilator dependency) who require long term skilled care 
and supported services. Unless home care is available to such persons with 
severe disabilities, they have no alternative other than institutioi.=»l iza- 
tion. 

0 Elderly persons in part'cula. with significantly re«1uced levels of function 
and/o" mobility requiring long term ^killed care and supportive services in 
order to avoid nursing home placement. A study by the NCHSR found that in 
1977, chronic health conditions i mited t'le activities of about 10 percent of 
the U.S. population. 

0 Selected t'^rminally ill patients. 

Persons amenable to chronic home care utilize both skilled and supportive serv- 
ices, but their greatest netd tends to bt. for supportive personal care services 
(i.e., home health aides, homemakers, chore services, meals-on-wheels, etc.). 
The availability and caoability of spouses, parents, children or other relatives 
will determine the nature and extent to which professional supportive sernces 
are needed. Even where capable personal Tamily/relative/friend support is avail- 
able, some relief (such as respite care or day care) often :s desirable if the 
familial caregiver is employed or just to provide relief from tha physical and 
mental stress of rendering care. Neither Medicare, Medicaid nor most private 
insurers cover either respite or day care. 

In general, there are few payment mechanisms which support chronic home care 
patients. In some cases there may be some form of long-term disability coverage 
available through an employer or a special private health insurer program. Many 
private insurers are exploring the possibility of long term care insurance and a 
few have policies in place, some of which cover home care. 

Persons needing chronic home care usually cannot even receive acute home care 
because they are determined to need more care than merely "intermittent" care. As 
a result, persons needing chronic care '"ften seek re-admission to hospitals and 
many ultimately end up in nursing homes. In order to qualify for nursing home 
care many patients and their families "sp^nd down" their resources in order to 
reach Medicaid eligibility levels. 

Terminally ill persons have received increased coverage for various forms of 
"horpice care" from major private insurers in recent years. One survey indicated 
that as of October 1983, 13 major private insurers had some form of hospice cov- 
erage in their standard policies. The increased use of hospice coverage is due 
in large part to studies showing significant reductions in inpatient care cost 
for terminally ill persons when hospice care is a covered service. Medicare 
added a limited hospice benefit, effective for a three year period beginning 
November 1, 1983. The availability of Medicare hospice coverage has been limited 
due to the reluctance of many providers to participate due to reimbursment 
limits and due to excessive administrative requirements. 
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OTHER POP'JIATIOKS 



In addition to the acute and chronic care populations, there are other popula- 
tions which have limited, if any, access to home care. Some of these are pop- 
ulations defined by non-diagnostic characteristics and others have a diagnostic 



One major category is the under 65 years of ^ge population and, within this popu- 
lation, children. Medicare does not cover persons under 6B years of age, and the 
limited Medicaid home care benefit applies only to those who qualify on a means- 
tested basis. Private insurers, as noted above, provide limited acute home care 
coyer' oe and it's usually equivalent to Medicare coverage or less. This de- 
spite a demonstrated need for home care. For instance, despite the limited 
availability of government and private payment mechanisms, nearly 20 percent of 
all home care patients in New York City are less than 65 years of age. And 
studies by the American Association for Respiratory Therapy and others have 
demonstrated both the need and cost-effectiveness of home care for ventilator- 
dependent children (and ventilator-dependent persons generally). 

There also are both limited access to, and limited payment sources avail?:)le for, 
even acute home care for veterans, American Indians and Alaskan native^ and cer- 
tain other ethnic minorities. In addition t^ere are persons with substance abuse, 
mental health, or communicable disease problems, e.g., AIDS, who have little, if 
'ny, access to reimbursable home care services. 

fhe drive to contain excessive institutional health care costs is sensible and 
long overdue. The resulting increase in the awareness of non-institutional 
health care providers is likewise welcomed. However, there musu be a simul- 
taneous adaptation by both government a'^d private payors of their coverage and 
payment policies to deal with Doth the long-standing limits on both acute and 
chronic home care and the increased need for these services due to the increasing 
life-span of the average American and the prospective payment drive to push 
people out of institutions earlier. 

If government and private payors continue to constrict health care coverage and 
payment at both the institutional and non-institutional ends, two trends will 
emerge. One is that the gap in care will increase, putting more and more people 
in i» limited or "no care" zone. Second, large numbers of people will seek, and 
obv ' , re-admission to hospitals and enter nursing homes, which will defeat the 
cost ^u.icainment goals of the government, private business and private insurers. 
Steps must be taken to insure that these trends do not occur, including assurance 
that any new, alternative reimbursement system for the Medicare home health bene- 
fit not structured in such a way as to perpetuate or increase the "care gap." 
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IV. THE CHRONOLOGY OF THE ATTEMPTED DISMANTLING OF THE 
MEDICARE HOME HEALTH BENEFIT 
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IV. THE CHRONOLOGY OF THE AHEMPTEO DISHAMTLIH6 OF THE 
HEOICARE HONE HEALTH BENEFIT 



Over the past few years, home health agencies have been faced with a barrage of 
administrative actions designed to restrict services and undercut the benefits 
promised to senior and disabled citizens under the Medicare law. Many of these 
actions have been Implemented by circumventing the regulatory process. 

Substantive changes, which should be published for conwent In the Federal Regis- 
ter before Implementation, have Informally been Implemented through "guidelines" 
published In HCFA manuals or by written or verbal "policy directives." 

Policy revisions, which are published, are frequently published as "Interim final 
regulations," again denying the opportunity for public conment. In addition, the 
Department has frequently failed to adhere to other procedural requirements, such 
the required analysis of a proposed rule's Impact on small businesses. 

This conduct violates the Administrative Procedure Act, the Regulatory Flexibil- 
ity Act, the Paperwork Reduction Act of 1980, and Executive Order 12291. It hin- 
ders cost-effective and rational administration of home health agencies and of 
the Medicare program. And, It Is the enabling mechanism for DHHS' systematic 
assault on the benefits mandatec^ by Congress under Medicare. 

At the outset. It should be und? stood that the benefit Is a highly limited one. 
The best way to understand this Is to think of the Medicare statutory entitlement 
as a box. 

In order to qualify, the beneficiary has to fit Inside this box. The left side 
of the home care box is the requirement that a Medicare patient qualify for 
skilled nursing care.' In other words, the patient must be sick enough to need 
the Intensive nursing and medical care, as distinguished from personal care 
alone. One element of skilled care, for example, is that a patient must have 
rehabilitative potential. This Is the fundamental threshold which all patients 
must cross enroute to coverage. 

The right side of the box Is defined by the term "Intermittent Cdre." In other 
words, the patient must not be "too sick." He or she must need carf Intermit- 
tently, as opposed to on a full-time basis. Patients who need care more fre- 
quently than on an intermittent balsis, are thought too sick to be cared for at 
home and should be In a nursing home. This, of course, makes no sense as a matter 
of public policy. First, home health agencies are presently caring for Indivi- 
duals on a full-time hasis when supported by non-Medicare payment sources. 
Second, nursing home care is not a viable option. Few people qualify for such 
care under Medicare. Third, if neither home care nor nursing home care are avail- 
able, the ultimate effect is to leave individuals who are in need of health care 
to fend for themselves. 

The bottom of the box is the term "homebound." In the regulations, this means 
that an individual qualifies for care if he/she needs the assistance of a walker, 
or a wheelchair, or the aid of another person to leave home. In practice, this 
requirement is being defined more and more restrictively :o the point where it 
has come to mean "bedbound." 
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The top of the box relates to the fact that care mist be ordered by a physician, 
and must be, in the judgment of Medicare officials, "reasonable and necessary" 
towards improving the patient's condition. 

There wtre other limitations in the statute which were removed by the Congress in 
1980. For example, prior to that time, for-profit agencies were .lot allowed to 
participate in Medicare unless states enacted specific laws allowing them to do 
so. Second, there was a limitation of 100 visits in any particular year. Third, 
in order to qualify for benefits, the patient first had to be hospitalized for 3 
days. 

In the place of these limitations, 'IHS has, over the last 2 years, added layer 
after layer of red tape, restrictiig the box and bringing the four sides closer 
and closer together until it resemb es an Alfred Hitchcock elevator. 

At the same time, HHS has compounded the problem by increasing the number of 
patients di »cnarged into home care 37%. The adoption of ORG reimbursement for 
hospital L ^.as made this inevitable. While sicker patients are being discharged 
and the burden has grown, HHS has simultaneously reduced reimbursement to home 
health providers in a drastic way and now seeks to increase the portion of costs 
which must be paid out-of-pocket by beneficiaries. 

HHS has justified its actions by p-oducing a small cale study ^rom which it has 
never produced written case analyses for public re/iew. Instead of using a large, 
more reliable random sample and a broader base study, HHS relies on this analysis 
of 39 home health agencies, which it asserts has produced resultb typical of all 
jome health agent as participating in the Medicare program. The study in question 
suggests that some 30X of the patients receiving care under Medicare fell outside 
the home care box, i.e., they were either too sick, not sick enough, or not home- 
bound, or 1.1 the judgment of HHS officials, the care ordered by physicians and 
given by hon-e health agencies was not reasonable and necessary. 

The simple fact of the matter Is th the box Is growing smaller. HHS has pil- 
loried home health agencies for not being within the lines and has used thi^ 
an excuse to draw the lines ever more tightly. 

The real issue, of course. Is money. In terms of percentages, home health care 
is the fastest growing part or Medicare. HHS seems intent on restricting this 
growth, arguing in justification that growth is fueled by proprietor greed and 
ignoring the fact that the grow*,!, was created by HHS itself through the implemen- 
tation of t.je ORG reimbursement system. Saving millions of dollars by moving 
patients out of hosplt ls more quickly, HHS now spems to be trying to trim the 
candle at both ends, rather than accepting the modest Increases in the level of 
home health expenditures which is the direct consequence of its own action. 

HHS points to the fact that expenditures for home heMth care have increased from 
about SI billion in 1980 to about $2 billion this year. It points to the growth 
in the number of certified home health agencies from some 3,000 in 1980 to 6,000 
in 1986, and it points to the increase in average agency per-visit c ots. HHS 
contends that these facts, taken together, art evidence that the home health 
benefit is out of control. 
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As far as the number of agencies is concerned, it is the Congress and HHS which 
have acted to increase their number. Analysis will show that the growth in the 
number of agencies falls primarily in two categories. First, proprietary agen- 
cifc^ have increased dramatically because Congress in 1980 removed the prohibition 
'^gainst their participation in Medicare. Second, hospitals have more and more 
added their own home health agencies in order to insure continuity of care in 
reaction to the implenentation of the ORG system. 

Even though the number of agencies has increased, statistics from the Department 
of Health and Human Services continue to show that in excess of 5 million 
Americans are going without the home care that they need. In addition, there 
continues to be a need to eremite new home health agencies in rural and under- 
served areas. In fact. Congress has created a Drogram which provides grants to 
create such agencies. Finally, the statistics used by HHS showing an increase in 
the number of agencies to 6,000 fail to reflect that agencies are increasingly 
turning away from Medicare. For the 6,000 agencies that do participate in Medi- 
care, there may be as many as another 6,000 in the United States that do not 
choose to do so. 

In terms of the increase in Medicare payments for home care from $1 billion in 
1980 to about $2 billion in 1986, several points can be made. First, a 100% 
increase sounds large, but when one starts with such a small base, percentage 
increases really do not mean very much. Second, the increases by and large have 
resulted from the enactment of the ORG system and should be recognized as i rea- 
sonable offset to the billions of dollars saved in the Medicare hospital b**. efit. 
Third, a comparatively small percentage of the nation's 31 million Medicare bene- 
ficiaries actually benefit from home care. Last year, only about 1.2 million of 
the total had any utilization of the home care benefit. Fourth, home care still 
constitutes a tiny fraction of all Medicare expenditures, something like 3% of 
the total. 

With respect to the increased cost to the individual agencies, it must be stated 
that this IS logical because of the enactment of ORGS which have pushed into home 
care larger numbers of patients with intensive medical and nursing needs. Second, 
according to studies by the Department of Health and Human Services, the primary 
factor 'n the growth of agency costs is inflation. A 1984 study, for example, 
indicated the increase in costs shown by agencies fall into several categories as 
follows. 9.9 percent of the increases came from the fact that the number of in- 
dividuals enrolled in Medicare had increased. Put another way, there has been 
approximately a 10* increase in the number of older Americans in the past 10 
years. 47.5 percent of the increase resulted from the fact that more people used 
the Medicare home care benefit, although, as noted above, only 1.2 million of the 
31 million Medicare beneficiaries actually used the service. Some 7.7% of total 
increased costs was the result of individuals receiving an increased number of 
visits. This, too, IS predictable given the effect of ORGs. The remainder, or 
34.9%, of the increase reflects as an increase in the average cost per visit. 

A detaii9d analysis of the 34.9% shows that inflation accounted for 96% of all 
increases in the average cost per visit. Only 4% of the cost increase falls 
outside of that figure. 

In short, HHS seems intent on reducing expenditures for home care in every way 
possible. HHS has placed obstacle afte" obstacle in the way of coverage. They 
have made U more difficult for b<,nef icianes to qualify for service. They have 
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made it more difficult for home health agencies to provide that service. They 
have made it more difficult for home health agencies to be reimbursed for serv- 
ices that they have given. They have made it more difficult for home health 
agencies to appeal the denials that they have received from intermediary insur- 
ance companies. They have blocked home health agencies from assisting Medicare 
beneficiaries in filing appeals when they have received denials in coveratje from 
Medicare. HHS has also increased the pressure on intermediary insurance ( m- 
panies to audit and to find at least S5 in disallowed claims for every $1 tuat 
they spend on an auditor's salary. 

The aggregate effect of all of these restrictions significantly undercuts the 
Medicare home care benefit. Following is a short summary of actions taken by HHS 
to restrict the home care oenefit:- 

(1) REMOVAL OF WAIVER OF LIABILITY PROVISION 

HCFA issued proposed regulations in the Federal Register on February 12, 1985, to 
eliminate, in effect, waiver of liability protection for HHAs, SNFs, and hospi- 
tals. Despite overwhelming levels of comment including that of HCFA policy per- 
sonnel favo'^ing continuation of the protection, HCFA issued its final regulation, 
February 21, 1986, eliminating presumption of favorable waiver status. 

The waiver presumption was placed in. the law to protect providers who, acting in 
good faith, could not have known that services furnished to certain individuals 
would not be compensated. In these cases, the Medicare program does nothing more 
than make the provider whole. 

In the home health setting, in order for an agency to be compensated, its overall 
denial of claims rate must be less than 2.5 percent of the Medicare services 
given. Any agency which exceeds this limit is not reimbursad irrespective of 
whether it accepted beneficiaries and acted in good faith. This requirement 
forces an agency to use due diligence in determining eligibility. 

With home heaUh agencies shifting to a system of ten new regional intermedi- 
aries, it is particularly important that the waiver presumption be preserved so 
that HHAs have some cushion for error as they adapt tu the differing interpre- 
tations of the Medicare regulations and guidelines of their new FIs. 

This proposal was advanced by the Administration for the last five years and was 
rejected by the Congress. Its implementation serves to further undermine both 
public and provider confidence in Medicare program. It makes accepting Medi- 
care patients a kind of "Russian lette" at a time when more rather than less 
certainty and predictability is required. 

(2) APPLICAriOH OF THE 'INTERMITTENT CARE' REQUir<EMENT 

In order to qi'alify for Medicare home care benefits, a patient must be in need of 
"intermittent" as opposed to daily 24 hour-a-day care. The present guidelines 
allow for daily visits for a maximum of three weeks. Thereafter, visits may be 
continued upon a showing of exceptional circumstances. Moreover, the guidelines 
have permitted more than one visit to the same patient on the same day, perhaps 
one visit from a nurse and another from an cide depending on a showing of need. 
Information collected from a numer of states indicates that various restrictive 
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Interpretations of the term "Intermittent** are being Imposed by some Intermedi- 
aries. In sofiie Instances, It has been used to bar more than one vUlt to an 
Individual a day regardless of the justification. In other Instances, clients 
who are In r.eed of and who receive services 5 or even 3 days a week are being 
deemed as In need of dally care and therefore not compensable. There are even 
reports that such determinations based on restrictive Ir.terpretatiors are being 
applied retroactively resulting In retroactive denials. 

The Irony is :hat hospitals are discharging more clients vho are In r»««'i of 
Intensive nursing, physical therapy and other services into the hands of home 
care agencies who are being told that they cannot care for them because they need 
more than Intermittent care. With the hospital prospective payment plan now in 
effect, the problem Is likely to be exacerbated, with patients Hng released 
from hospitals niore quickly and in sicker condition. The further irony Is that 
government policy I5, pushing many clients Into Institutional settings when they 
prefer to stay at home with resulting Increased costs to the government. 

Definitions of what constitutes "intermittent rare" vary tremendously, depending 
on the fiscal Intermediary's interpretation. As a result. Medicare, which is 
supposed to be a national program, is not enforced uniformly and what is covered 
for one beneficiary in one state Is not covered in another state. 

(3) COST FILING ANO AaOCATION ISSUES 

The Medicare policy on direct or "discrete" cost-finding as part of the reim- 
bursement methodology Is causing problems for those home care agencies which also 
operate ancillary, non-Medicare home health ousinesses or non-home health pro- 
grams such as preventive health programs. Medicare accounting polUies are push- 
ing costs Into these programs which agencies cannot tolerate if they are to re- 
main financially viable. This is occurring because home health agencies in 
preparing cost reports are not be'ng permitted to identity tnose costs and pro- 
grams clearly jnassoclated witf* 'delivering Medicare services and treat them 
separately or "discretely" for Medicare accounting purposes. These areas then 
would not absorb, through the cost alUcatinn process of "sttp down," thr spread- 
ing of administrative costs commonly incurred throughout the Medicare , ovider 
agency. Medicare personnel aid FIs are retroactively imposing policy require- 
ments concerning documentation and HHA business structure which have resuUed in 
demands for large recoupments of prior paymants. 

Congress has stated that the cost of the Medicare prog^^m should be borne by 
Medicare and not passed along to c* ler programs. The current statute and regu- 
lations do not prohibit home ealth agancios from jSing sophisticated methods of 
cost finding to identify costs more accurately pricr^ to the step-down method of 
cost-allocation on the cost report. However, the Provider Reimburse^nert Manual 
(HCFA Pud. 15 - Sect'.ons 230' A 2310) has prohibited use of sophisticate^ methods 
of cost finHfrig by frocitandin, HHAs, eve^ if subriitted to and aoproved by tne 
Intermediary In advance. As a resutt, many agencies .~e 'orced to have an in- 
accurate portion of certain cos* allucUed under « ste^-dovn method, or t^ 
undertake corporate reorga lizatK t to separate non-M dicare cj-^^s out of the 
Medicare step-dcwri mftnudo . HCFA's :urrent published policy is inequitable, 
promotes Inaccuncy and promot.?s corporate reorganization for reasons 

other than economic eff 
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(4) SELECTIVE BILLING - BARRIERS TO COORDINATION OF BENEFITS 



Fiscal intermediaries— with the approval of HCFA's Bureau of Eligibility, 
Reimbursement and Coverage are advising HHAs that if patients are receiving 
coverage under Medicare, in many cases they cannot receive additional coverage 
from Medicaid or any other payment source (private insurance, self-pay. Title XX, 
etc.)* for example, if patient A is receiving 3 hours of nursing care and 2 
hours of aide care for 3 days a week paid for by Medicare, and he or his family 
want an additional 2 hours of nursing care on the other 2 days which will be 
paid uy concerned relatives. Medicare intermediaries will deny ♦^h3 Medicare cov- 
erage. This either will result in no care, limited care, or thi forced institu- 
tionalization of an individual whose family cannot sustain him at home if Medi- 
care refuses to pay its fair share. 

Medic^»re's logic for such denials is that if a person receives care beyond what 
Medicare will cover, then the person needs more than "i nt2rmittent care" and is 
ineligible for Medicare coverage. Thus, Medicare is seeking to both prescribe 
the need M.e., the limits of intermittent care) and to be second payor. This 
approach limits the availability of services to beneficiaries and availability of 
payment sources to beneficiaries and HHAs. Furthermore, the Medicare intermedi- 
aries will deem this a "technical" denial depriving the HHA of a right of appeal. 

There is no basis for the "selective billing" policy in law or regulations. It 
exceeds the authority granted to HCFA and its fiscal intermediaries. To allow 
such a policy to exist makes the Medicare benefit "means-tested," which clearly 
is not the intent of the existing law. 

The current policy discriminates against home health agencies because it seeks to 
deny coordination of payment sources for benefits, while such coordination is 
permitted for hospitals and under the new Medicare hospice benefit. The law 
makes no such distinction between hospitals, hospices and home health agencies. 

Farther, the current policy is illogical. Where the patient receives his Medi- 
care-covered care from one HHA and other covered care (paid from non-Medicare 
sources, from another HHA, both HHAs are paid and the patient receives his full 
coverage from all payment sources. It is illogical not to allow such coordina- 
tion of benefits where the care is being rendered through one HHA. 

(5) DISALLOWANCES OF /APPROPRIATE ADHIWI STRATI VE COSTS 

HCFA has endorsed policies to create Medicare disallowances of reasonable and 
appropriate administrative costs associated with the business of patient care. 
Examples of art^s of disallowance are (a) portions of dieticians' time spent 
doing in-field assessments but not billed as visits; 'b) costs of educational 
conferences discussing improvements to managment of health services delivery; (c) 
costs of participating in local health planning agencies' certificate of need 
proceedings; (d) reasonable compensation screens and their application. 

Congress intended Medicare jenef iciaries to receive the highest level medical 
services based upon this need, delivered in an efficient mcnner. Reasonable 
administrative costs common in the industry and necessary to the proper running 
of a business dealing in patient care are reimbursable according to clear sta- 
tutory language and Congressional intent. HCFA disallowances of the kind listed 
are not legally supportable, and HCFA should rescind any guidelines or directives 
to fiscal intermediaries which have endorsed such disallowances. 
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(6) WO PARTICIPATION IN THE mcDICARE PROGRAM 



HCFA published a proposed rule In the May 25, 1984 Federal Register (at page 
22198) regarding participation In the Medicare program by Health Maintenance 
Organizations (HMOs) and Competitive Medical Plans (CMPs). The final rule 
appeared In the January 10, 1985 Federal Register Volume 50 at page 1314. The 
rule allows HMOs and CMPs to receive a prepaid amount for serving Medicare 
clients, provided the HMO makes available all services and benefits required by 
Medicare. The regulation requires that when such an HMO contracts out provision 
of Medicare home health services. It must do so w'th a Medicare-certified HHA. 
However, if an HMO decides to provide the home health services Internally, Its 
home health component need not be separately certified under Medicare. As of 
January, 1986, no mechanism has been developed or published by HCFA or OHHS for 
ensuring that the HMO component home health services meet appropriate quality, 
frequency, administrative and other standards for Medicare beneficiaries. HCFA 
has stated In communications with NAHC that HMO-component home health services 
will have to meet the HHA conditions of participation, but no method for mea- 
suring and no responsible branch of government have been identified. 

HCFA's failure to require an impartial demonstration as part of its HMO certifi- 
cation that an HMO meets the home health conditions of participation if the HMO 
provides home care from in-house raises serious quality of care Issues, including 
the potential use of Inappropriately trained and supervised independent contrac- 
tors. It also puts Medicare-certified HHAs at a competitive disadvantage because 
they must Incur the time and expense of meeting Medicare conditions of participa- 
tion and applicable state HHA licensure and CON requirements. The quality of care 
issue becomes an even greater problem In states without HHA state licensure re- 
quirements because In such states Medicare HHA certification Is the only control. 
NAHC believes the regulations should require any HMO providing home care from 
in-house sources to be reviewed and to show it meets the Medicare HHA conditions 
of participation as part of the HMO's certification process (not that the HHC's 
HHA would have to be a st*parately certified Medicare HHA). If the regulations 
are not so amended, corrective legislation, including state HMO licensure re- 
quirements of dealing with certified HHAs, should be pursued. 

(7) PLAN OF TREATHEHT AND DOCUMENTATION GUIDELINES FORMS 485-488 

The home care Industry '.ndured a major HCFA administrative disaster In 1984 and 
early 1985 due to HCFA's attempt to force implementation of the poorly designed 
data elements forms 443 & 44^. HCFA agreed to rescind forms 443-446 and to re- 
design the plan of treatment and medical infomration forms. This was undertaken 
in a 3-day workgroup session in March, 1985. HHAs were represented, as were cer- 
tain of the fiscal Intermediaries and HCFA regional office personnel. However, 
no major outside computer consultant group was brought to the workshop by HCFA or 
consulted In depth during the design period. The workgroup was presented with an 
outline of a form from which they had to work, rather than being asked for origi- 
nal d'^slgn suggestions. 

A parade of bureaucratic errors has ensued:- 

* The strongest recommendation of the workgroup th?t there be a field test 
of the design protocol was disregarded by HCFA. 
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* A riqid September 1, 1985 date for implenentation was announced by former 
HCFA Administrator Cdrolyne Davis, and HCFA Bureau staff said no practical 
difficulties encountered would permit delay of that date. 

* The ether longstanding and frequently reiterated comment by NAHC that there 
be an extensive period for review and instruction on the guidelines for use 
of the forms was not heeded by HCFA staff. 

* Instructions were not available until July, 1985. 

* No hardcopy training and explanation guidelines were pre ided the Fis, who 
received oral training only. 

* Supplies of the forms and instructions were very late in reaching the pro- 
viders in the field. 

* No schedule of training sessions by the FIs was demanded or even recorded by 
central HCFA staff. 

* In most states, training sessions were given close to or even after the 
September 1 starting date for use of the form. 

* Multiple areas of confusion and massive difficulties with the design, the 
physical quality of the forms and particularly the computer specifications, 
were identified by providers and FIs and communicated by NAHC to central 
HCFA. The response was that the industry would have to do the best it could, 
that costs of implementation were not being meusured by HCFA and the industry 
would have to present whatever facts It could on administrative burden. 

* HCFA's computer division in the Bureau of Program Operations continued 
insisting — despite unanimous cotnnents from HHms , FIs and .omputer companies 
-- that there was no problem with the computer process for use and transmis- 
sion of the forms. 

NAHC's survey of the HHA cost and time impact demonstrates huge administrative 
burdens created both by the use of this form as designed and by the implementa- 
tion fiasco. Early indications from the trial quarter of 1985 (the first 3 
months of use) are that FIs are issuing massive denials without utilizing the 
form 488 or other methods of seeking medical documentation. Processing of claims 
by FIs has slowed to as much ts 25% of the prior processing rate - 4 to 8 week 
turnaround times a'*e reported by FIs. Despite assurances from central HCFA that 
FIs have been instructed to be "flexible" and "lenient," the contrary has occur- 
red. Requests for accelerated advance payments are being denied. HHAs are ex- 
pending huge amounts of time and money to deal with this documentation crisis — 
while being paid at new lows under cost caps which did not include this kind of 
administrative expense. 

While NAHC recognizes and supports the interest HCFA has in using universal forms 
which may be processed consistently and which could provide important data, 
bureaucratic errors and unrealistic adherence to timetables in this situation 
have caused extensive and unnecessary confusion and massive e,.^ense. Home health 
providers and beneficiaries should l)ear no part of these costs. 
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^^I'^J^}^^^^!^^^^^ ^ S^S™ '^^^ ^ ^^^^ IHTERHEDIARIES FOR 
HOHE HEALTH ASEwCit^ 



Pursuant to Section 2526(b) of the Omnibus Deficit Reduction Act of 1984 (P.L. 
98-369 - signed Into law July 18, 1984 » HHS Is taking action to alter the cur- 
rent 47 designated Intermediaries syst&n for t^dlcare home health agencies to a 
system of ten or fewer Intermediaries (FIs) by no later than July 1, 1987. NAHC 
filed extensive written comments and met frequently with HCFA in 1985 concerning 
its planned new system, scheduled for implementation during fisc;»l year 1986. In 
the final notice, published February 13, 1986, HCFA responded t. but ^ot all 
the issues. NAHC remains concerned about; the selection of vei -il organiza- 
tions with little experience with HHAs to service large volume arcis; the compu- 
ter capability of the selected organizations; the ability of HHAs to choose an 
alternate FI without extensive HCFA resistence; and the failure of HCFA to con- 
sider serious conflicts of interest between certain FIs, which a''e major health 
service deliverers as well as insurance companies, and the HHA health service 
providers they will be monitoring. 

NAHC continues to believe any system to Implement the Section 2326(b) mandate 
should have been promulgated as a regulation pursuant to the Administrative 
Procedure Act (APA). HCFA*s "proposed notice" with comment period and the ex- 
tensive communications it has had on the issue was useful but did not permit an 
initial period of comment and proposal from the home care community prior to the 
initial tentative ten intermediaries selected by HCFA. No formal request for 
proposals (RFP) was issued by HCFA to the 47 FIs, some of which might have placed 
useful information on the record for comment. 

HCFA must ensure a transition which is legally sound, operationally smooth and 
cost-effective, and which does not cause undue disruption to the cash flow and 
overall operation of HHAs and intermediaries. 

(9) COVTRASE COHPLIAHCE REVIEW SUlDEllMES AM) AUDITS 

In December, 1984, HCFA changed the coverage compliance review requirements. 
Transmittal 328 revised Section 2300.1 - 2300.5 of the Medicare Intermediary 
Manual, Part 2 (HCFA Pub. 13-2). Among other changes, the revision mandated five 
home visits to beneficiaries (without notice to HHAs); reduced from 5 working 
days to a 24 hours in advance phone call the notice to an HHA that an on-site 
review would be conducted; deleted the random selection requirement for the 20 
beneficiaries being reviewed and allowed "any fp.-house source deemed appropriate* 
to be used as d basis for selecting requirement for the 20 beneficiaries being 
reviewed; lengthened the time period within which 3 months of sequential 
billings/beneficiary should be selected from the most current 3 months to the 
most current six months, and added Medicare home health aide utilization as a 
fourth ranking c Iterion in 'che selection of HHAs for on-site review. 

Valid and reliable statistical techn1qu2s should be used in on-site reviews where 
the results of the sample findings can affect an HHA's PiP, wai dr and 100 per- 
cent review status. Reasonable advance notice is necessary as a matter of equity, 
and to ensure that proper staff and records are available. NAHC Meves many of 
the revisions create an Inequitable situation, are ba*ed on statistically invalid 
and unreliable sampling techniques, and deny the HhA adequate notice to prepare 
appropriate records and staff and to accompany review staff to beneficiary homes. 
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NAHC has begun to record numerous examples of coverage compliance audits under 
the new guidelines which have been conducted unfairly with massive, inappropriate 
denials. The on-site audits also h?ve generated additional administrative burdens 
for the agencies because of agency staf^ overtime, agency-supplied transportation 
demanded for auditors and photocopying demands of Medicare auditors. Some form 
of informal appeal or review should be permitted of the often unreasonable de- 
nials and criticisms made by on-site reviewers. 

(10) TECHHICAl DENIALS 

HCFA policy makers have created a for.n of coverage denial called "technical 
denials" which are increasingly being imposed on HHAs. A technical denial of a 
visit IS based on the FI's determination that the visit failed to meet a statu- 
tory or regulatory requirement other than medical necessity. By HCFA edict, 
technical denials are not subject to payment under waiver of liability and are 
appealable only by the beneficiary. Examples "tschnical" denials are those 
where the FI finds the ciient did not meet the homebound or "in need of inter- 
mittent skilled nursing care" eligibility requirements despite the fact that the 
home nealth agency has made a professional meoical judgment that the patient has 
done so. Other "technical" denials may be based on the FI's determination that 
the pi^tient received a non-skiUed or other service not covered under the Medi- 
care \ome health benefit. Recently, HCFA has directed FIs to treat as "technical 
deri^^U" home health aide visits monitored as part of a skilled service which the 
FI denies but pays under waiver. This effectively abolishes any opportunity for 
the provider to appeal any aspect of the associated denials, and has resulted in 
extensive financial harm to many HHAs. 

(11) INABILITY TO APPEAL CLAIMS PAID UNDER UAIVER 

Under cur'-ent HCFA guidelines (Section 256, HIM-H), an HHA has no right to ap- 
peal a claim denial if it is paid on waiver. HCFA asserts the HHA paid under 
waiver has no liability, is not at risk and therefore, should not have the right 
to appeal. This situation is exacerbated uy the fact that particularly controver- 
sial denials often are paid under and charged to waiver imnediately before the 
opportunity for the administrative review or reconsideration procedure. Often the 
cl:*ims paid under waiver are for services rendered many months before the FI pro- 
cesses the claims. The same services have continued to be rendered to those and 
other beneficiaries in intervening months and may be considered medically neces- 
sary by the provider and certifying physician on a current or future basib. 
f'.HAs should be given the right to directly appeal FI decisions to pay by waiver 
instead of regular payment because there is no statutory or regulatory basis for 
the HCFA guideline. In addition, the logic is incorrect, because there is horm 
to HHAs. When claims are paid under waiver, they affect the HHAs' waiver level 
and can push them over the 2.5 percent threshold. This can result in the loss of 
waiver, affect eligibility for PIP and increase the administrative burden, all of 
which have significant impact on cash flow, particularly for small agencies. 
Third, absent statutory authority to the contrary, the HHA should have, as a mat- 
ter of basic equity, the right to dispute an FI's decision on whether to pay a 
claim under normal payment or waiver. 
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(12) IKABILITV TO HAVE WAIVER STATUS RECORD ADMINISTRATIVELY ADJUSTED 



Fls retroactively take HHAs off waiver where the Fls made errors in honoi my 
claims which should have been disallowed. Howevei . Fls will not enter in the 
HHA's records the fact that waiver status was erroneously denied because the Fl 
(or an Administrative Law Judge) has reversed the claim denials which caused the 
loss of waiver. In one of many examples, a Chicago-based HHA lost its waiver 
because of 85 visit denials In one quarter. After going to hearings, a total of 
87 percent of the denials were reversed. If there had been a retroactive adjust- 
ment to the affected auarter, the denial rate would ha/e dropped trom 4.66 per- 
cent to 1.86 percent. The HHA received reimbursement for the reversed denials, 
but there was no entry in the HHA's records that the waiver status was erron- 
eously lost for the affected quarters. 

Sequential loss o^ waiver can result In adverse effects on PIP qualification. 

Wi.ere subsequent appellate actions find the initial loss of waiver or the rate 
was wrong, Gr. administrative restoration of the HHA's waiver status or rate 
should be put In writing in the HHA's record (and all other applicable records) 
so as not to jeopardize the HHA. Such a correction of records is a matter of 
equity and proper administration of the Medicare program. The number of times an 
agency loses waiver and/or the rate at which It exceeds the 2.5 percent level is 
used to determine an HHA's eligibility for or continuation on PIP, whether it 
will be selected for a coverage compliance review and whether it will be selected 
for review by the Office of Health Financing Integrity or other HCFA reviewers. 

(13) FAILURE TO ?AY CLAIHS WHEN HHA IS UKOER WAIVER 

If an FI reviews an HHA's claims and finds that the HHA is within the 2.5X error 
rate, the claims subsequently reviewed and denied are payable while the HHA is 
under waiver unless the FI has evidence the nrovioer knew or had reason to know 
that a particular claim was not covered under Medicare. (This Is the essence of 
the favorable waiver status.) The FI which believes the provider should not have 
particular claims paid because of "knowledge" has an obligation under the regu^a- 
t1on« to show how the provider "knew" the particulai services for that particular 
patient were not medically reasonable and necessary. However, HCFA recently has 
stated that an FI Is correct in sending an HHA on waiver a blanket denial letter 
w1t*^i>':t j^juvidlng identification of the specifics which preclude payment under 
waiver. HCFA acknowledges the Fl must have justification "in the files" but sees 
no reason to have the information communicated with the initial denial letter. 

An HHA under waiver as a result of favorable demonstration of ability to make 
coverage decisions has both a right under the regulation to be paid for Inadver- 
tent (bit statistically infrequent) errors on coverage decisions and a right to 
be Informed sufficiently by the Fl of "knowing" errors so that the HHA can 
attempt to preserve Its accuracy in coverage determinations. HCFA cannot defeat 
presumptive regulatory rights, and should not place the obligation on providers 
to Investigate the Fls files without a specific rebuttal on specific facts demon- 
strating an HHA "knew" of non-coverage either by prior, unreversed denials of 
particular services of the same kind, or by a manual or other communication 
concerning specific services which were deemed noncovered in all instances. 



46 




ERLC 



(14) HCFA'S FAILURE TO USE STANDARD STATISTICAL ST ANOAROS DF VALIDITY AND 
RELIABILITY IN PEkMISSlBLE SAMPLING HETHODOLOGIES 



HCFA does not use generally accepted statistical standards of validity and reli- 
ability in most home care programs where it uses sampling. These include the 
sampling used in fiscal audits; in the post-paymmt review process; in the on- 
site coverage compliance reviews; in the conduct vdnous research projects 
examining hom^- health policies and procedures; and in the fiscal intermediary 
evaluation program (CPEP). Changes in the method for determining waiver of 
liability status have some, but not all, of the necessary components of accept- 
able statistical sampling. As a result, the findings of these proyrams cannot 
statistically be relied upon to reflect the actual operations of HHAs and inter- 
mediaries. Nevertheless, these invalid or partially valid and unreliable 
methodologies are used as o basis to deny claims, project overpayments, decide an 
agency s waiver and/or Pi. status, and decide if a HHA is eligible for PIP or 
should be subject to 10D% review. 

Generally accepted statistical standards are necessary to give an accurate mea- 
sure of the behavior of HHAs and intermediaries in order to develop appropriate 
corrective measures. Invalid and unreliable sampMng techniques will result in 
actions which are inappropriate and may be unnecessarily punitive to HHAs. 

(15) BDNDING MrfD ESCROW REQUIREMENTS 

On November 25, 1985 HCFA issued a notice of proposed rulemaking in Volume 50 of 
the ^deral Register at page 48435, which would require financial security 
arrangements Tor HHAs in the following circumstance:* 

1. HHAs in existence less than three years, as evidenced by having less than 
three settled cost reports, would be required to have a bond or escrow 
account in an amount of 10% of estimated Medicare co«ts for their first 
year. 

2. HHAs with year end, cost report overpayment recoupment demands from FIs of 
15% or greater of the riHA's Medicare co^.s in any of the last three years 
would be reo'jired to post security for an amount equal to the largest over- 
paymerl In that period. 

3. HHAs with 85 percent or higher Medicare utilization (measured by visits) 
wou^d be required to post bond or obtain an escrow account unless they could 
demonstrate they had not had a significant overpayment or had repaid any 
without borrowing. 

Although NAHC is firmly behind reasonable efforts tc safeguard the Medicare Trust 
Fund, and to forestall any occasion in hhich home health agencies (HHAs) inten- 
tionally operate to jeopardize the financial security of the home care system, 
the proposed regulations are^ 

t^) Insufficiently Supported in Fact ; both in the background materials 
supplied in the proposed regulation and in the historical record 
in recent years, to support so stringent a requirement. By HCFA's 
own admission, only 9 percent of HHAs rtport significant overpay- 
ment in a year, and the number of HHAs that actually default is a 
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much smaller number than that. However, the regulation would re- 
quire approximately 4500 HHAs to be bonded during the initial 
three years of their status as "newly established" HHAs or by 
virtue or their high Medicare utilization. 

A miniscule number of home health agencies (32 in the 1965-1980 
period) proportionate to the more than 5875 now certified have 
actually fully defaulted on Medicare debts. Existing Medicare 
repayment procedures ensure both return of '.onies and interest to 
the Medicare Trust Fund; flexibility in granting longer term 
repayment schedules permit agencies to remain viable and deliver 
necessary services to beneficiaries without disruptions in care. 
No current rising tide of defaulting HHAs exists. In stark con- 
trast, NAHC is aware of thousands of HHAs experiencing extensive 
delays in the processing of their cUi.ns by Medicare FIs. (Hun- 
dreds are considering or have already secured loans to covor 
immediate costs of payrolls.) 

* The proposed regulation requirement that each subunit of a HHA 
must establish Its own financial security arrangements lonores the 
financial viability that a parent r»-ganizat1on may be able to dem- 
onstrate over time. Absent a justification and demonstration of 
the HCFA factual basis for this requirement, NAHC finds It unsup- 
ported. 

(b) Overly Broad and Restrictive. If anv financial security arrange- 
ments were Imposed, they should be prospective only In their 
application. 

* "New" home health agencies receiving initial Medicare certifica- 
tion after the implementation of such a regulation should be sub- 
ject to the requirements for no more than one year as evidenced by 
one finalized cost report. 

* HHAs with '^significant'* overpayments. Factual Inquiry Is neces 
%ary V Identify the causative elements outside the activity of an 
indlvll'jal HHA which may contribute to a HHA's development of 
significant overpayment problems. These elements Include: (M whe- 
ther t'le fiscal Intermediary has been attentive and effective as a 
monitor of newly established HHAs by properly Instructing and re- 
viewing accounts from thpse agencies; (2) whether the existence or 
presumption of waiver status for newly established HHAs ought in- 
stead to be delayed until after an Initial period of demonstrated 
competence; (3) what the history has been (f the FIs providing 
accurate coverage determinations (Including the FIs' rate of re- 
versal on reconsideration or admlnlstratWe law judge proceed- 
ings); (4) and finally to what degree centrol HCFA policy (, ilde- 
llnes have been vague or non-existent In serious u:?.is of coi.cern 
such as ''discrete costing" of non-Medicare costs on the provider 
cost report and related documentation requirements communicated 
unclearly to the provider community. Many major overpayment dis- 
putes Involving HHAs have flowed from clear failures to communi- 
cate programmatic requirements, retroactive shifts In program 
policy, and announcements of program requirements which do not 
match Industry practice over time. 
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(c) Unjustified i f Applied Because of Medicare Utiluation Equal to or 
Greater than 85 percent of Visits . 
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* Although the initial Congressional concern may have, in part, 
focused upon providers which are heavily Medicare-dependent, in 
fact the d^'/elopment and utilization of the Medicare home care 
benefit has been endorsed by Congress, and its delivery made pos- 
sible by home care providers willing to accept the less than full 
reimbursement rates available under Medicare as a result of the 
cost limits schedules. 

* The proposed restrictions would virtually eliminate the agencies 
which are small, privately owned, those county or state-based and 
others particularly devoted to community care. This sort of HHA 
has remained devoted to servicing the Medicare beneficiary, has no 
"deep pocket" resources to fund an escrow account and may be 
legally barred from doing so, if government-based. 

* This portion of the proposed regulation is a first step toward 
rationing care without appropriate Congressional action for such 
an undertaking. Congess would not support a narrowing of the home 
health benefit, and this regulation attempts to do so indirectly. 

* The proposed methods by which a high Medicare-utilizing HHA 
could exempt itself are so vague as to be a virtual guarantee of 
inconsistent and, therefore, unfair application nationwide. 

{^) Not Feasible to Impl ement Due to Lack of Available Financing 
Sources . ~ " " 

* HCFA has presented no evidt ce suggesting that it has researched 
the availability of bonding and the availability of income sources 
for escrow account, for the home health providers it proposes to 
cover by the proposed Rule. NAHC has found, as did its predecessor 
organization, the National Association of Home Health Agencies 
(NAHHA) which surveyed HHAs in 1981, that bonding simply is not 
available to home health providers in current financial markets. 
The cost figures HCFA reports in its proposed regulation of $20 
per $1,000 certainly are no longer available for any provider 
;arket . 

* HHAs cannot find willing lenders in cur ,nt times, since HHAs 
are facing:- (1) major cash flow problems associated with the new 
HCFA Forms 485-488, which have had such a difficult implementation 
period; (2) rising number of denials and documentation requests 
issued by fiscal intermediaries; and (3) the necessity to seek 
short-term loans to meet these cash flow problem;> associated with 
■'^FA adrijnistrative changes. All nave rendered the possibility of 
raising significant funds to place in an escrow account highly 
improbable. 
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The enormous number of regulatory changes and restrictions Imposed 
on HHAs In 1985 have continuing Impact In ig86 ind. Including 
UB-82, the new cost limits methodology and th'.' new FI systeifl, make 
it less likely now than In 1981 that agencies - especially small 
rural agencies — would be able to obtain a bond or capital for an 
escrow account. 

(e) Restrictive of Agencies* Rights In Seeking an Appeal of H^JIcare 
Disagreements , ~ 

The Imposition of major financial requirements, such as the crea- 
tion of an escrow account, for HHAs which have entered Into ? re- 
payment arrangement but which are planning to contest the underly- 
ing Issues which have led to their overpayment status, especially 
unusual, or significant policy determinations by Medicare policy 
personnel t- such as the utilization of retroactive "discrete 
costing" requirements or the utilization of statistical sampling 
projections — places HHAs In a position In which their appeal 
rights may be abridged If they are forced to divert limited finan- 
cial resources to an escrow account, rather than to support of 
their appeal . 

(f) Administratively Expensive and Inequitable . 

♦ The requirements, as outlined, will be extremely expensive for 
tho FIs to administer and extremely expensive for HHAs at a time 
of rising administrative costs associated with new documentation 
requirements. The added non-reimbursable expenses will be another 
expensive demand on certified HHAs, reducing op ellflitnatlng the^r 
ability to bid competitively for contracts with health care sys- 
tems such as HKOs. 

♦ The regulation requires skills and judgment from FIs In are<,s 
involving financial assessments, long-range financial viability 
and management potential of businesses, legality of arrangements 
of IndebtedJ^ess, and other related f'Jtors for *ih1ch ri employees 
are not educated or prepared. 

t The vague, and In some cases legally questionable, discussion of 
"guarantee agreements" In the proposed rule suggests HCFA has not 
analyzed how such arrangements might affect not-for-profit organi- 
zations and their tax status or the ability of certain corporate 
organizations to serve as guarantors of their subsidiaries. 

Without documented and demonstrable need for such addition?l, costly financial 
burdens on home health agencies, the proposed regulation is unjustified and 
detrimental to the Medicare beneficia'^v and home health agencies. 

(16) ABRIDGEMENT Of ArPEAL RIGHTS OF PROVIDERS AND BENEFICIARIES 

There are numerous situations in ►^ich the Department of Health and Human 
Services and its agents nave acted to obliterate, discourage or skew the existing 
appeal process available under Medicare statutory provisions and regulations. 
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1 . Proje: " * ens of P^rt A CI/ ^ms Denials 
onto Universe ot ufa ; 

Fiscal l.itermediaries under HCFA direction have reviewed individual beneficiary 
Part A cases in several hume health agencies and, finding alleged coverage ques- 
tions In a small percentage of sampled cases, have projected those denials over 
an the visits and claims of a home health agency throughout its cost year Tl.is 
^ns unknown beneficiaries' care and unknown coverage "errors cannot be ap- 
oealed on their facts by Medicare beneficiaries or the providers. Appeal rights 
for Part A Me.licare clairs of beneficiaries and providers which Congress has 
established by l5w, 42 U.S.C. Section 139C» pp, are obl^erated. (See Section 
VKD) 

2. Interfere v ^ith Appeal Process 

HCFA has attempted to interject itself in various appeal procedures where by the 
DPoartment's own regulations, there is no HCFA role: (a) at administrative law 
Pro^^^^^^^^^ review of claims denials, (b) in petitions to t e 

Appeals Council asking it to reverse ALJ opinions favoring providers and benefi- 
ciaries. The A^opsals Council, by regulation, is an independent entity that re- 
views ALJ decisions on its own motion or by request of providers or beneficiaries 
only. 

3. Pis aging Exs.clse of Appeal Right s 

(A) Questions are being sent to Medicare banef 1c1a';es who rpquest '"econsldera- 
t ion of Medicare • alms denials -- the very first level of appeal. The HCFA- 
deslgned quest i on r.. ire asks verification of signature, asks for the content of 
Tnv coLnlcatlon about the appeal between the beneficiary and the ho.,.8 health 
tCLy lch h d"" served him/her. and ends with the disq- leting nqu ry Do you 
s?in w .h to have reconsideration of this clal-?" This communication Is dlr- 
ec ed to an elderly. Infirm population of beneficiaries who frequently can be 
easllv alarmed. Intimidated or dissuaded from asserting "e^f. '^^f*.' J" 
Aggressive fashion. There Is »n obvious Veach of privacy "tempted In the 
nH ^tlonlna BeneMclary groups with which NAHC has communicated, such as the 
NaiionaT sinlor cTtuens Uw Center, are outraged. No regulation makes the 
sendTn or responding" to such an ^nqulr .art of the ^PP««1 ^P^""" 
authorization to use such a questionnaire was obtained »rom the Office of 
Maiagement and Budget under paperwork requirements. 

(8) Certain admlHstrative law ludges from the Department's Office of Hearings 
Ind Appeals phoned beneficiaries and their families telling the, .nat pursuing 
their appeal rights through a hearin. was not fn their best Interests. No 
Oeoartmental directive was Issued nationally to warn th! »n ALJ acting in such a 
fashion abridges legal rights. 

4. Forbidding Appeal 

The coverage denial do^ermination for claims paid under waiver is not subject to 
appellate review a'-.^ordinq to HCFA. (See 11 above). 

5. rorbiddin g Provider Appeals of "Technical Denials" 
(See ID above) 
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6» Forbidding Ber.ef Tciej;ies to Name HHA as Representat.ves 



in the f'^ opeal Process 
fSee* 22 below) 



HCFA has been acting without legal authority in each of these areas affecting 
appeal rights. 

(i7) INTERMEDIATE SANCTIOf:s FOR HOME HEALTH AGENCIES 
PRIOR TO TERMINATION FK O M MEDICARE PR06RAM 

Pursuant to HCFA Manua? instruction^ (HIM-U, section 142.2), HCFA may terminate 
a participating provider agreement with an HHA if it is determined, among other 
situations, that the HHA "is not complying substantially with the provisions of 
the agreement" or with applicable provisions of the Medicare statute or regula- 
tions, or if the HHA "no longer meets the appropriate conditions of participa- 
tion. The termination is effective 15 days after not)fication to the agency, 
and the manual provides no reconsideration prior to available appeal procedurPs 
undpr Medicare regulations 42 CFR sec'.ion 405, subpart 0. Because of numerous 
stringent interpretations and variations of interpretation under state surveying 
practices or federal validation reviews, an HHA may be alleged to have gone out 
of compliance with one or nore of the Medicare conditions of participation but 
pose no immediate, actual and documentable risk threat to the health or safety 
of any patient. Nonetheless, the Medicare program pe'^sonnel currently interpret 
the Medicare .-eguUt^jn's requirement that an HHA be in compliance with the con- 
ditions as an dbso"Jte, permitting no I'-terim period oTagency functioning during 
the administrative 30'>ea^ process. 

Medicare certification of an HHA fun. ions as the practical equivalent of licen- 
sure, and for a reputable HHA to abruptly deprived of certification without an 
opportunity to work toward correcting alleged deficiencies, disrupts patient care 
and unfairly damages agency viability. Court opinions permitting termination of 
Medicare program participation prior to a forroal hearing have focused upon the 
acute care, m-patient setting, such as njrsing homes, in which fuK responsi- 
bility and control over every dspect of a patient's life lies with tha institu- 
tion. Only in a rare circumstance is an HHA likely to pose a comparable ininedi- 
ate threat of harm to a patient's safety and well-being. 

(18) APPlICAT fON OF THE "HOMEBOUND" REQU IREMENT 

A 1979 GAD Ref;ort recommended that tlj homebound requirement for home cotie be 
deleter. In U81, a GAO Report criticized the homebound guideline (Section 208.4 
of HIM-11) as being unclear and vague, causing inconsistent interpretations in 
coverage decisions. 

In July, 1983 HCFA cvculated internally a proposed new guideline that woulo have 
changed the Section 208.4 (HIM-U) guideline defining "homebound." 

The new guideline would have reversed the existing presumption that a person need 
not be totalV dependent and bedridden to be considered homebound. It would have 
done so by deleting the current guideline wording that to be homebound "the con- 
dition of thest patients should be such that there exists a normal inability to 
leave home and consequently, leaving their home would be a considerable and tax- 
ing effort." The current guideline allows the patient to be considered homebound 



52 




ERIC 



If he has Infrequent or short duration absences from the home primarily for medi- 
al treatment or "occasional non-medical purposes" (e.g., trip to barber, a 
orive, walk around tne block). NAHC believes this is a reasonable approach which 
balances the ability to lave limited activity while being essentially confined to 
one's home and eligible for Medicare home health benefit's, 

(19) APPIICATIOW OF THE "SKIllEO NURSING" REQUIREMEWT 

Every Congress going back to the 92nd Congress has gone on record in favor of an 
sdjustment in the priority of government funding which has favored placing Medi- 
care and Medicaid patients in institutions. Despite the progress that has been 
made towards encouragement of home care, the primary impediment to the delivery 
of home health services is a restrictive interpretation of "skilled nursing." 

Some FIs say "skilled nursing" means "hands-on" care cnly and are denying any 
evaluation or assessment visits where the evaluation visit is followed by care. 
Some FIs are saying if more than one visit a day is needed, then the care is not 
skilled care because institutional care is needed. And some are assuming that if 
a family member/ relative/friend exists, he can be taught regardless of any 
assessment of the nature of the procedure and the person's abilities. Other FIs 
are defining specific activities, which HHAs believe require trained nurses, as 
those which either a home health aide, relative or family member could do. And 
other FIs are defining persons as "chronically unstable" and therefore not eligi- 
ble for skilled nursing care because more than "intermittent skilled nursing 
care" is needed. In some states, the Medicare interpretation of skilled nursing 
activity contradicts the State Nurse Practice Acts. 

(20) USE OF "VISITS" AS BASIS FOR BILLIN6 HGHE HEALTH AIOE SERVICES 

HHAs currently are required to use a "visit" basis when filing for home health 
aide services in the cost report since the cost caps are based on visits. 

Prior to this requirement, HHAs could use an hourly basis. The current require- 
ment helps some HHAs and hanns others. For the ones it harms, one reason is that 
some Medicaid and other State programs, and private insurers require an hourly 
basis for home health aide visits. The result is that (a) there is additional 
accounting time and paperwork, (b) there is a loss of ^jnds where aides are paid 
on an hourly basis and the number of hours per visit exceeds the visit cap, and 
(c) the method can cost the Medicare program more money than is equitable. 
Furthermore, when the requirements of a homemaker-home healtn aide are properly 
divided between hours in the morning and hours in the afternoon or evening 
(transferring a patient from bed to chair, for example), some FIs consider the 
split time as two visits and disallow one. This problem ^as increased with the 
data entries on HCFA Forms 485-488. 

HHAs Should be reimbursed for their reasonable costs since the Medicare home 
health benefit is reimbursed on a cost-based system. The inability to allow for 
conversion of hourly costs into visit cost runs counter to the cost-based system 
and financially penalizes HHAs. 

(21) LACK OF AOEQUATE STANDAROS FOR FISCAL INTERMEOIARIES 

The current law, regulations and guidelines do not contain specific, binding 
timeframes within which fiscal intennediaries must process claims, respond to HHA 
or beneficiary inquir<:s, or process reconsUcrations. Ranges of time periods 
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for responses by FIs are counted in their year end contractor evaluations (CPEP), 
but these are ut'lized for review purposes by HCFA and are not mandates for 
action. Thus, FI delay in meeting a reasonable time standard for payment of an 
HHA claim does not result in automatic payment issuing to the HHA. On the other 
hand, HHAs are held to specific time limits in terms of claims subnrssions, 
provision of supplemental claim data dnd filir.y uT reconsideration requests. 

Timeliness standards are essential for the efficient id effective operation of 
HHAs, including maintenance of an adequate cash flow and having notice as soon as 
possible on coveraye policies as manifested in claims denial decisions. The 
latter is necessary to properly advise HHA staff of new or revised interpreta- 
tions so they can appropriately adjust the nature and frequency of visits. 

NAHC has called on HCFA, in NAHC conments on the move to a 10 Regional FI system, 
to require specificity in denial notices. This is crucial to achieving 
Congress : goa^ of greater consistency and cost effectiveness in a 10 FI system. 
NAHC will make ms issue a central one in meetings with HCFA on the transition 
to 10 FIs. If HCFA does not achieve these goals through administrative direc- 
tive, tne regulation should be changed to:- 

(A) Require that e ther the denial notice and/or appropriate accompanying papers 
from the FI must specify each visit denied and the specific reason for each 
visit denial ; 

(B) Require that denial notices be sent to HHAs and patients in a timely manner, 
and in understandable langueqe; and 

(C) Require that HHAs get notification of denials prior to or, at a minimum. 
Simultaneous with rotification t*^ patients. 

The inte-it of 42 CFR section 405.702 was to give the HHAs and beneficiaries a 
specify b^STS for requesting a review or appeal and initiating corrective action 
in staff policies/procedures where necessary. The lack of specificity subverts 
the intent of the regulation and the rights of the appellate process. 

(22) ABILITY OF BENEFICIARIES TO DESIGNATE HHA EMPLOYEES AS REPRESENTATIVES IN 
THE CLAIMS APPEAL PROCESS 

In January, 1984, HCFA issued a revision to HIH-U (Transmittal 150 changing Sec- 
tions 257-A of HIM-11) whiCfi prohibits Medicare beneficiaries from designating 
HHA employees to represent them in the claims denial appeal process. Similar 
revision to Manuals ^cre issued dealing with SNF and hospital employees. The 
rationale was that such representation per se represents a conflict of interest. 

The Section 257A issuance is in violation of the law and should be corrected to 
restore full and appropriate rights ♦^o both beneficiaries and HHAs. It is also 
unconstitutional in terms of it^ lack of promulgation through the Federal 
Administrative Procedure Act proces", and in terms of the existing regulation 
allowing beneficiaries to designate representatives. 

( 23 ) LACK OF CLEAR STANDARDS IN THE PERIODIC INTERIM PAYMENT PROGRAM 

An even cash flow is vital to the survival of home health agencies. In recog- 
nition of this fact, HLFA has allowed agencies with good performance records to 
receive payments in advance which are computed on the basis of past billings. 
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The current regulations governing initial and continuing eligibMity for the 
Periodic Interim Payment (PIP) program ^et only general criteria (42 CFR section 
405.454). This results in individual intermediaries developing and implementing 
their own and varying specific criteria relating to such issues as:- relationship 
of waiver statu' to PIP eligibility, criteria for evaluating requests for in- 
creases in PIP payment levels, timeliness of claims submission criteria, and 
handling of overpayment and underpayment adjustments to PIP, ^mong other issues. 

In many circumstances, the criteria were not even disseminated in writing with FI 
justification f^r the particular restrictions or requirements '-n keeping wich the 
regulation . In the second half of 1985, some fiscal internediaries refused to 
process requests to go on O" adjust PIP, claiming they r.eec? not process requests 
while the fiscal intermed j system was being revamped and centrelized to 10 
regional intermediaries. New rules announced by HCFA would restrict the avail- 
ability of PIP only to those agencies which have electronic (computer) billing 
capability. Most home health agencies do not have this capability and most of 
the inter.nediaries that will be processing their claims do not have adequate 
ability as of yet to process such claims electronically. 

Further, en January 10th, NAHC received from HCFA a copy of Transmittal 1254, 
amending Section 3603 of the Intermediary Manual, HIM 13-3, to set ou "timeli- 
ness" criteria for providers billing submission related to PIP eli jibility. 
Dated Oece;nber, 1985 with a January 1, 1986 effective date, the "30 da>: from 
date of service" language, linked to a requirement that bills pass FI edits, 
completely disregards the Form 485 crisis. 

There should be a se^ of specific standard criteria whicr are equitable, reflect 
the intent of PIP, and are applicable to all intermedi iries. NAHC and other 
concerned parties should be permitted to have input in t^e creation of any manual 
guidelines to the interpr tation of the PIP regulation. The January, 1986 manual 
revision violates these nations of equity and fair process. 

(24) INCREASING, FXCESSIVE, INCnNSISTENT DENIALS OF COVERAGE 

Home health agencies throughout the country have experienced new forms and alarm- 
ing increases of denials of coverage for home visits. Fiscal intermediaries are 
issuing blanket denials of what is clearly skilled and medically necessary care 
of the type and intensity fo. which coverage was approved in prior years by the 
same inccrtnediaries reviewing equally detailed cases. Fiscal intermediaries are 
also Issuing partial denials, reducing approved payments from 3 to 2 visits per 
week, for example, despite phys c. orders for the greater number of visits and 
demonstrated need in the given cai^'. Such partial and complete denials ha, 3 not 
been preceded by any communication from HCFA or the FIs as to medical, scientific 
or regulatory bases for changes in coverage policy. Furthermore, FIs in differ- 
ent states are handling similar coverage situations differently, continuing the 
natior 1 pattern of inconsistent policy application. 

Fiscal intermediaries are responding to HCFA's pressuies to lower the total 
dollar amount of itedicare home health services approved, de , ite Medicare bene- 
ficiaries' entitlement under the statute to the full range of medically necessary 
home care. To satisfy immediate HCFA demands for "savings," FIs are issuing 
arbitrary and erroneous coverage decisions which then must be appealed -- an 
unnecessary increase of the long-term administrative costs of Medicare. 
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It IS unfair to oeref iciaries and home care providers, and administratively un- 
sound, to develop and apply HCFA coverage policy in an intangible, retroactively 
announced fashion. xt is unfair for HCFA to expft fiscal intennedia^ies to 
return $5 in "savings" for every $1 in administrative "costs" to the Medicare 
program with a rapidly growing Medicare population now receiving health services 
at home. Fiscal intermed ries should be provided with clear, conb^stent written 
instructions on the range of treatments and diagnostic conditions for which HCFA 
develops cove ge policies of limitation of payment. These HCFA policies should 
be developed ,i keeping with statutes and regulations after open, detailed dis- 
cussions with clinicians and administrative personnel from the hORK» care setting. 



These actions by the Department of Health and Human Services reflect the adminis- 
tration of policy in an arbitrary and capricious manner. The net effect is to 
subvert the intent of Congress in establishing the home health benefit under 
Medicare and restrict service unfairly at d time of explosive need. 

For the beneficiary, our seniors and disabled, it all too often means being 
forced out of the hospital by the incentives of the prospective payment system 
for hospitals and denied the necessary continuing support services in the com- 
munity. 

By analogy, the Department is widening the car^ gap between the hospital and the 
community with one set of polices and blowing up the bridge with the other. 



CONCLUSION 
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V. REsars OF the survey to au houe health 

AGENCIES IN THE UNITED STATES: 
NORE RED TAPE LESS HEDICARE COVERAGE 



There has been a great deal of anecdotal evidence to support the premises that 
{>) millions of older Americans are going without the home care that they need; 
(b) the problem has been exacerbated by the enactment of prospective payment 
(ORG) reimbursement for hospitals participating in Medicare- and, rather than 
recognizing the fact :hat the increased costs in the Medicare home health care 
benefit are a result of (a) and (b), the Department of Health and Human Services 
has paradoxically sought to reduce payments to home health agencies. 

Several preliminary studies have been undertaken which seem to support this pre- 
mise. The Senate Aging Committee, for example, reflects data from the General 
Accounting Office showing that patients are being discharged "quicker and sicker" 
and that there U^s been a 37 percent increase in the number of patients sent to 
home care since the DRG system went ir.to effect. 

Individual home health agencies have written both to NAHC and to Congress to 
alert them to the problems they are encountering first, in coping with the 
increasing number of individuals they have received who are in need of more 
intensive medical and nursing intervention and second, with the restrictions In 
payment which make reimbursement for services rendered less and less likely. 

In order to flesh out this anecdotal information and be more responsive, the 
National Association for Home Care conducted a broad ^tudy of all home health 
agencies in the nation. Some 5,300 home health agencies were sent question- 
naires. Some 2,100 agencies responded (an excellent 40 percent rate of return). 
Since the study was sent to the whole nation and such a large percpntage of 
participants chose to respond, the study must Le viewed as statistically valid in 
every sense of the word. 

In addition to the questionnaire, NAHC staff conducted foPow-up inquiries with 
over 600 home health agencies (roughly 15 percent of all agencies in the U.S. and 
over 2d percent of those who replied in written form to the inquiry). 

This s^^udy was the most comprehensive national study of its kind ever undertaken. 
The data from the study prjves conclusively that: 

1. Millions of older Americans are going without the home care that they need. 

2. This problem has been exacerbated by the enactment of DRGs. 

3. Demographics and new technology are also significant factors in increasing 
the deirand for home care. 

4. Patients are being received in .-ecord numbers by home health agencies. They 
are being discharged quicker and «iicker. They need more intensive medical 
and nursing services and by and large require more visits to stabilize their 
condition. Such patients are invariably more expensive to care for and 
their growing numbers mean higher costs to individual agencies and to the 
Medicare '>rogram generally. 

5. Rather than increase its runding by a few million of the billions it has 
saved by reducing inpatient hospital stays, the Department of Health and 
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Hum'o Services has instituted a series of repressive measures which have 
re Ited In (a) Increased paperwork and red tape; (b) a tremendous Increase 
1 denials of reimbursement for patients cared for by agencies; (c) slowing 
down reimbursement until many agencies are without cash flow and in danger 
of bankruptcy; (d) eliminating the ability of many public agencies to serve 
indigents; and, (e) requiring the elderly or their families or other pro- 
grams to bear a disproportionate share of what are properly coits reimbur- 
sable by the Medicare program. 

Following are some of the major findings of this in-depth study: 

* Fully 97 percent of the responding agencies reported that they had seen a 
significant Increase In the amount of paperwork burden In order to respond 
to demands for increased documentation by the Department of Health and Human 
Services' Health Care Financing Administration (HCFA), 

* Some 92 percent of the agencies reported they are seeing a sharp Increase In 
the numbers o/ sicker patients requiring intensive medical or nursing care 
as a result of DRG reimbursement to hospitals, 

* Seventy-five percent of the agencies responded that significant numbers of 
Americans In their community were going without the noinecare services they" 
needed. This same percentage believes that the numbers of Americans going 
without care Is Increasing. 

* Fully two-thirds (67 percent) of all home health agencies responded that 
they had seen a significant Increase In the number of claims denied by 
Medicare over the past year. Respondents were asked to spell out <n a 
little more detail the reasons given when Medicare rejected payment on the 
claims they presented which represented services they had given to elderly 
clients. 

* Some 63 percent of those responding said they had seen an Increase In 
denials with the excuse being that the patient's condition was not con- 
sidered serious enough to merit "skilled nursing care." Mosto? the 
respondents felt such denials were untair. 

Many offered coff«nents or examples of patients who In their view required the 
most sophisticated nursing care Imaginable. They could not understand how 
such claims could be rejected on the grounds that the clients did not need 
"skilled care." The consequence of this and all other denials Is that che 
agency will not be paid even though they have rendered services In good 
faith to Medicare eligible clients. 

* About 49 perrent said they had seen a sharp Increase In the number of so 
callfeu "♦•pchnlcal denials. " HCFA has Invented the term "technical denial" 
and Is using it against the protests of senior citizens and consumer organi- 
zations, Including NAHC. HCFA and their contractors use such denials for 
claims which mark situations where. In their view, the agency should have 
known that the patient would no*" qualify for reimbursement. 
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Forty (40) percent indicated they had experienced an increase in denials 
with the excuse tha^" ♦^he patients they had served were too sick to qualify 
for the Medicare " intermittent care " test. Under the Medicare statute, home 
Keilth benefits may only be paid for if they are intermittent in nature. 
The rationale is that if a patient needs 24-hour care for a protracted 
period of time, he or she should be in a nursing home or hospital and is not 
a proper candidate for home care, at least under current law. Some of the 
sharpest letters of protest came with respect to cases if this nature, where 
the agency had extended service to someone obviously needy, only to have the 
claim rejected retroactively by some clerk in zn insurance company office 
who had only the patient's chart to review and, using this, made the deci- 
sion that reimbursement should be denied because the agency should have 
known the patient was too *»ck to be ca'^ed for at home. 

Similarly, 39 percent of the agencies responding said that they had seen a 
sharp increase in claims which were denied because the patient they served 
was not thought to be homebound. Once again the Medicare law limits home 
care reimbursement to patients who are homebound. In the past this term has 
been given reasonable interpretation. Indeed the existing regulatio.js de- 
I'ining this point seem reasonable. Unfortunately, HCFA through their con- 
tracting insurance companies, seems to be defining this term more and more 
as synonymous with "bedbound" according to those who responded to the 
survey. 

Some 61 percent of the agencies reported, in addition to a sharp increase in 
red tape and increased paperwork burdens and the ever increasing number of 
claims denied, they were also experiencing a significant slowdown in Medi- 
care payments over the past year. This fact has serious implications for 
home health agencies all across the nation. Typically, home health agencies 
are lal >r intensive and depend on Medicare for the majority of their income. 
Any delay in payment can quickly cause cash flow problems, forcing the 
agency either to borrow to meet payroP , to go into debt into bankruptcy. 

When asked if the new proposed cost limits together with the new method for 
computing the Medicare home health cost caps would significantly reduce pay- 
ments to their agency over the next year, fully two-thirds of the aqencies 
responded in the affirmative. Asked for an estimate of what the loss would 
be, agencies offered a broad range from $10,000 to $7 million a year which 
they would lose. Most of those who replied said they assume losses will be 
about 10-15 percent of total revenues. 

More than half of the agencies responding reported their response to all of 
the above was to reduce their dependence on Medicare. This means that they 
will choose to serve fewer Medicare patients, to be more selective of which 
to serve, or to raise revenues through care of individuals who pay privately 
in order to subsidize the care of Medicare clients. 

While several agencies have reported publicly thct they will leave Medicare, 
only 7 percent of all agencies responding reported they were going to leave 
the program. When probed further, most of the respo. Jents noted their ccm- 
mitment to the aged and infirm as the reason they were working in the field 
of home health care and that whatever the obstacles, they would remain in it 
to care for those who otherwise would be in an institution or in a grave. 
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In order to cjocument further these conclusions, d number of case histories are 
presented here. They describe typical cases of ir.dividuals who were qualified 
for Medicare and who needed service. In every case, a home health agency offered 
the care they thought was appropriate under the circumstances--care that was 
ordered by a physician, only to be tolc! retroactively that such care should not 
have been given. The agencies were told in every case that they would not be 
paid for these cases, which were denied for various reasons. The cases are 
grcupe'i below according to the reasons why they were denied for paynent. It 
shouia be noted that when a case is denied, the agency has the choice of 
absorbing the loss or billing the Datient and/or his family. Usually, the agency 
chooses to absorb the loss. 



* Mrs. A was an elderly woman who lived alone. She had a diagnosis of malig- 
nant sarcoma of the left hip. The sarcoma was ulcerated and draining, with a 
lesion approximately 4" deep and 5" in diameter. The home health agency pro- 
vided daily dressing changes; sterile technique with medication and packing 
were necessary per the physician's order. Under state law, aides could not 
administer medications, and Mr, A was unaole to perform the service herself 
because of severe arthr'tis and because the pain associateri with the sarcoma 
prohibited her from bending or twisting. The fiscal intermediary denied the 
visits as not meeting the skilled nursing requirement. When asked for a re- 
cons idera*^ ion , the FI responded that the agency should have taught Mrs. A's 
neighbors to make the dressing changes. 

* Mr. X IS a 78-year old man suffering from wet Qangrene of the right foot 
necessitating a transi.ietatarsal amputation. A severe peripheral diabetic 
neurcpatny and small vessel disease caused lack of sensibility in either 
foot. Mr. X was discharged from the hospital with a grjde III ulcer of the 
right foot stump necessitating daily aseptic dressing c.'^anges, evaluation of 
various wound treatments, and observation of his diabetes. The ulcer wor- 
sened, resulting in an amputation below the knee. Mr. X's care was denied on 
the grounds that it could have been rendered by a non-medical person. (Mr. 
X's home state does not allow aides to do the dressing care he reouired.) 

* Miss T was a 65-yGar old diabetic with severe circulatory problems and qan- 
grene of the toe. Daily wound care was denied as not medically neces sary; 
according to the FI, three times per week would have been appropriate. ITss 
T was rehospital ized and her lower leg was eventually amputated. 

* Mr. L was was a 76-year old in frail condition. He was bedbound with a diag- 
nosis of pneumonia, chronic obstructive pulmonary disease, rib fractures, and 
flail chesv. His doctor stated that daily intemittent positive pressure 
oreathing treatments were needed due to Mr. L's severely compromised respira- 
tory system. However, the FI denied the daily IPPB treatments for two weeks 
as not medically necessary. Mr. L's frail and elderly wife could not accom- 
oMsh the IPPB treatments alone, however. 

* Mrs. F is 80 and has just been released from a hospital with a colostomy. 
Sh_ is generally confused and is having difficulty learning the procedure 
connected with the colostomy. Her doctor ordered skilled nursing visits five 
times weekly for two weeks for training, but the FI has denied the visits as 
unwarranted. 



CLAIMS DENIED BECAUSE CLIENT ALLEGEDLY DID NOT 
QUALIFY FDR "SKI'.LED NURSING CARE" 
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Mrs. C Is 85 years old and has a large draining abcess the right nip 
secondary to hip fracture and surgery. Wound c^re assessment services were 
provided by an RN on a dally basis for 90 days, then decreased to every other 
day for 34 more visits. The wound was slow In healing, and care Involved 
wound Irri gatlon and sterile dressing technique. Unfortunately, Mr. C*s 
wound did not heal within the time frame the FI wanted, 'so more than half of 
the visits were denied as not reasonable and necessary. 



CLAIMS DENIED BECAUSE THE CLIENT ALLEDGELY NEED 
MORE THAN "INTERMinEMT CARE' 

Miss H was terminally 111 with a diagnosis of cancer of the colon and wide- 
spread metastasis. Skilled nursing visits were provided for administration 
of medication. After one week, Ms. H. was hospitalized, and she expired a 
month later. The home health visits were denied as not intermittent care. 

Mr. Y was also terminally ill with cancer. He suffered from severe nausea 
and vomiting, and his doctor ordered 1000 ml IV to run over 8 hours for three 
days. This treatment was then to be discontinued. The doctor did not feel 
the patient could safely remain at home without assessment and care by a pro- 
fessional nurse since Mr. Y's wife was elderly and the only other person in 
the house was e d''sabled child. The FI denied the three visits as not inter- 
tT^ittent care. 

Mrs. P was a 90-year old woman with terminal cancer. Her family wanted to 
keep her at home with the assistance of a home health agency. Mrs. P suf- 
fered from constant diarrhea, resultin9 In eloctrolyte Imbalance, dehydra- 
tion, and skin breakdown. Her condition was further complicated by arteri- 
osclerotic heart disease with variations in vital sign measurements. Medi- 
cation management was a problem for both Mrs. P and her family. The F' 
denied Medicare benefits because Mrs. P did not need intermittent, care. She 
cMed two weeks later. 

Mrs. B Is an 82-year old lady, living alone, who suffeied from a larye inva- 
sive basal cell carcinoma of the right lower eyelid, right cheek, and right 
upper eyelid. She had impaired vision from cataracts and glaucoma. She re- 
quired two surgeries: one for biopsies of the cancer and excision, the other 
^nvolv1ng a major plastic reconstruction with a forehead flap, mustarde rota- 
tional fla^ of the right cheek. Two additional procedures were required to 
remove nasal wires and tack up adherent ey^.lid tissui*. Daily visits were 
necessary to avoid Infect^' ind possible enucleation, as hospitalization was 
not considered in the best Interest of, or feasible for, this patient. A 
good result was obtained due to conscientious cars. However, the F! denied 
numerous visits on the grounds that Mrs. B's care was "indefinite" rather 
than "Intermltf^nt." 

CLAIMS DENIED BECAUSE THE INDIVIDUAL ALLED6EDLY HAS NOT 
THOUGHT TO BE **HONEBOUND'' 

Mr. R was a cancer patient receiving radiation therapy. His v akened condi- 
tion often prevented him from going to receive his treatments, and when he 
did go, he required the assistance of two or three Individuals to help him In 
and out of the car. The agency's nursing visits for blood draws were denied 
because the FI concluded Mr. R was not homebound." 
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Mrs. P, a blind, diabetic double amputee, went to renal dialysis three times 
weekly. Her husband earned her to the car. She was declared "not homebound." 

Mr. H was 92, legally blind, and newly on insulin. The FI determined Mr. H 
was not homebound because he was ambulatory with a cere within his own home. 
The FI had no indication that Mr. H had ever gone outside. 

The representative of one FI told a home health agency administrator that "if 
there is a fire in the house and thr patient can get out, then the patient is 
not homebound." 

Miss N had end stage renal disease, diabetes meliitus, and an amputation 
above the right knee. Her diabetes needed to be monitored. She also required 
stump healing and condition monitoring with dressing changes. She was also 
receiving TPN nutritional therapy. Miss N left her home daily in a wheelchair 
for hemodialysis. Her care was denied because she was not homebound. 

Mrs. K was confined to a wheelchair because of a stroke. She was unable to 
care for herself at all. Her elderly husband managed to get Mrs. K to physi- 
cal therapy three times a week under the orders of her physician, who thought 
there was a possibility of some rehabilitation. The FI said that because 
Mrs. K went to therapy three times weekl*' instead of two, she was not home- 
bound. All of her skilled nursing and home health aide visits were denied. 



Mrs. M required an int.amuscular antibiotic twice daily for 10 days per 
doctor's orders for treatment of an infection unresponsive to other n-.*thods 
of treatment. The FI denied the second visit each day without requesting the 
records or the doctor's orders, incorrectly declaring that only one visit 
daily was permissible under HlM-11. 

Mr. S received daily visits for two weeks for treatment of open wounds in the 
groin area. During the third week, the FI disallowed two of 5 visits despite 
documentation of continued open areas with purulent drainage. The patient was 
unable to reach these areas for dressing changes and no one else was avail- 
able to provide care. The FI declared the two visits "not reasonable and 
necessary." 

Kr. G is a bed patient with continuous oxygen. He has had bruising for no 
apparent reason. Nurse visits were denied under the "skilled nursing" re- 
qti remen*''" and all aide visits were denied as technical denials; this de- 
spite tht ict that Mr, G has no one else in the home during the day to look 
after him. 

Miss J was receiving medication for a urinary tract infection. The visit made 
by the nurse where it was determined that Miss J was having no further symp- 
toms was denied as not skilled service. Aide visits w?re accordingly denied 
as technical denials. 



CLAIMS DENIED FDR DTHER REASONS 
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In short, there Is compelling evidence that there has been an on-going effort to 
restrict the Medicare home care benefit and that this restriction has had deva- 
stating results for Medicare teneficiaries, for their families and for the care- 
givers who serve them. HCFA and 0MB, not satisfied with the savings achieved in 
forcing ORG reimbursement on hospitals, have *^ailed to recognize one consequence 
of their actions would be to increase the number of patients discharged quicker 
and sicker into the care of home health agencies. Instead, they have tried to 
**trim the candle at both ends" -- meaning an effort has been mad» to reduce 
Medicare expenditures for home health care. In this way, HCFA ar.d its parent, 
the Depa'"tmept of Health and Human Services, have arbitrarily acted to limit the 
Medicare entitlement created by the Congress. It is the contention of this 
report that only Congress has this right and that HCFA's effort amounts to an 
inappropriate ond unlawful intru^.ion into the Congressional prerogative. 
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V!. EVIDENCE OF THE COST EFFECTIVENESS OF 
HOME CARE 



One of the major issues involving home care is the question of whether it is 
cost-effective. The answer, of course, depends on tito precise manner in which 
the question is phras^u 

the question is wh^rther home care is less expensive when compared to treatment 
in a hospital, the answer Is yes. The savings which have been achieved through 
use of ORG reimbursement have, by definition, been made possible by moving 
patients from hospitals to less expensive community-baseo ome care services. 
Hospital care is so costly, vis-a-vis home care, that there will almost always be 
significant savings if the patient can be cared for in his or her own home. 

The extreme case which illustrates the poin, is pec itric home care. Millions of 
children who were born with birth defects and related problems now survive be- 
cause of modern technology. They remain dependent on this technology sometimes 
literally for every breath they take. Up until the last two or three years, tnis 
technology has only been available in the hospital. It goes without saying '.hat 
the technology is expensive. Hospital bills in excess of $1 million are not un- 
common. The average cost of caring for scne of the children with the most serious 
problems, e.g., those who are respirator-dependent, is about $250,000 a year. 

The same technology now has been miniaturized. It is portable and allows the 
care of these fragile children in their own ho es for a fraction of the cost of 
their hospital stay. The average cost to care for such children at home runs 
from $20,000 to $50,000 a year. In other words, it is roughly one-tenth (or at 
worst, one fifth) of the c st of comparable Cf 'e in a hospital. 

However, what is implied in the above equation is that home care agencies will bp 
properly equipped and trained to r'^cvide high quality services. The technology 
Is new, and thorough training and supervision is required. 

If the question is Can 'ill 1.3 million people housed in nursing homes today be 
served less expensively through home care, the finsv^r is no. 

Individuals wf jre housed in nur .ing homes ten<l o be very old. They have an 
average aqe of 85 and they suffp from multijl'. disabilities. Some of the 
individuals undoubtedly could cared for at home at less cost, but not the 
majority of the patients. Nursing home patients have a multiplicity of problems 
which tend to be chronic with acute flare-ups from time to time. The cost of 
caring for these patients on a one-to-one basis would be staggering. Often 
patients decline and have even more intensive needs following institutionaliza- 
tion. The key to cost-effectiveness here is case management and intervening in 
time to prevent clients from becoming so totally disabled. 

If tho question is whether government could save money by establishing some kind 
of screening mechanism at the point of entry to a nursing home, the answer is 
yes, depending, of course, on the amount of admini«:trative costs involved in the 
screening. If efficiently run, the mechanism v«ill save money for the tax'^- er. 
The danger is, of course, that the mechanism will serve to block the rec<.» of 
services by some individuals who need them. 
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The most compelling evidence comes from the State of New York's Nursing Home 
Without Walls Program (NHWW). fhe program, which began as ^ pilot in 1978, has 
been expanded slowly and carefully. Under the program, caseworkers and home 
hf^alth agencies together evaluate patients about to be piaced in nursing homes, 
i the home health agency agrees that it can provide care for the individual in 
his or her own home for 75 percent of the average state Med'-.aid nursing i.ome 
payment, the individual is placed with the agency. The home 3a:th agency can 
provide any mix of services that it finds ap?ropriate--medical , nursing or 
social. 

A January 1, 1986 health bulletin from t'.e New Ycrk State Senate Health Committee 
notes :• 

"The Nursing Ht-me Without Walls Program has consistently demonstrated that 
It can care for patients at' substantial ty less cost than institutional care. 
Since Its inception, NHWW experience has shown that the cost of services for 
patients in the program has been approximately 50 percent of the cost of 
Institutiopal care. " (emphasis added). 

If the question Is whether expanding the sc^pe of existing health care programs 
to pay for home care wli^ result In cost savings, the answer is yes and no. !t 
will result in greater expenditures in the short run as America tries to meet the 
pent up demand. The issue is analogous to a company which suddenly makes group 
dental insurance available to all its employees. The company can expect high 
utilization in the first few years, but thereafter, costs ill level cff. It can 
be argued that there are cost savings which come from maintaining the elderly in 
their own homes, preventing or postponing the need for institutionalization. It 
IS also arguable that the cost to society of not helping those in need on a 
timely basis is significant. In the long run, the taxpayers C'l government will 
save money. 

As is noted above, the question of cost-effectiveness of home :are is really 
several different questions. This explains why the GAO noted in their examina- 
tion of the research tha., t^e data was inconclusive. They said there was a lack 
of comparability across nrojeccs, .nethodo' gical prcolems haunted some, and bias 
was apparent on the part of those doing some of the studies. 

It IS suggested that the -best evidence which exists on the questions posed come 
from three sources:- 

1. The experience of private health insurance companies mary of whom have per- 
formed detailed analyses. 

2. Findings of State Governments such as the report on the Nu^'sing Home Without 
WO Is program cited above. 

3. The judgments of experts. 

This is not to suggest that studies by professional organizations such as NAHC or 
by the Department of Health and Human Services are without /alue. The contrary 
is true, but neither ore free from suspicions of bias. There is without doubt a 
strong incentive on the part of the fonrer to imply cost effectiveness and on the 
part of the latter to rebut it in the name of reduction of Federal expenditures. 
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What follows n this section is an enumeration of some of the studies which have 
found home care cost effective. One which deserves to be highlighted is the July 
23, 1985 statement by Bernard Tresnowski, President of the Blue Cross and Slue 
Shield Association which says in part, "Nine out of 10 81ue Cross and 81ue Shield 
plans now offer home health coverage as an answer to higher health care costs." 
As will be seen below, several of the individual 81ue Cross plans have conducted 
studies which verify this conclusion. 

The bottom line seems to be that although no blanket statement can be made that 
home care is more cost effective in every case, there is growing evidence that it 
may be so in the great majority of cases. From a cost effectiveness and from a 
public policy point of view, the reasons in support of the extension of existing 
home care benefits to other populations becone more compelling by the day. 

Folljwing are some specific findings from various reports, follov,2'^ by tht 
opinions of experts. 



A. SUMMARIES Of MAJOR STUDIES 



SOME EVIDENCE DF THE CDST-EFFECTIVENESS DF HOMECARE 



(1) The American Association for Respiratory Therapy issued a report in Febru- 
ary, 1984 finding the average cost of care for ventilator-dependent persons 
to be $270, 8^*0 a year per person in a hospital compared to $21,192 per per- 
son per year dt homj. For an example of the cost-effectiveness of pediatric 
home care, see t^: flay, 1985 issue of CARING magazine. 

(2) Blue Crcs/Blue Shield of Maryland reported a savings of $1.2 million in 
1982 f''om its Coordinated Home Care Program, largely by reducing the average 
subscriber's inpatient day stay by 8.9 days. Since 1973 the 81ue Cross 
program has reported a ''t savings of $6.3 million for the program. 

(3) Aetna Life and Casualty has reported a $6J,000 per case sav.ngs an average 
from Its Individual Care Management Program by using home care for victims 
of catastrophic accidents and illnesses. 

(4) Aetna Life and Casualty Company has reported the following savings, by 
diagnosis, from home care versus hospital care: 



Diagnosis 

8aby born with breathing and feeding 
problems 

Spina^ cord injury with quadraplegia 

Neurological disorder with respiratory 
problems 

Severe cerebral palsy with uncontrolled 
seizure disorder 



Acute care 
cost per 
month in 
hospital 



$ 60,970 
23,862 

17,783 

8,425 



Al te'^nate 
care cost 
per month 
at home 



20,209 
13.931 

196* 

4,867* 



Savings 
per month 



$ 40,761 
9,931 

17,587 

J, 558 
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* After initial cost of equipment ** In extended care unit of hospital 

DATA: AETNA LIFE & CASUALTY COKPAHY (See May 28, 1984, Business Week magazine) 

(5) A 3'*^J study by the VNA of Greater St. Louis (Missouri) of Blue Cross refer- 
ra*. . found use of home care saved over $3,000 per patient. (See Berry, N. & 
S. Petit, "Home Care for Blue Cross Insured Patients: A Care Study," Home 
H ealth Revie w, Vol. Ill, No. 4, December, 1980) 

(6) Blue Cross and Blue Shield of Rhode Island has reported that between 1982- 
83, home care allowed Rhode Island suscnbers to a/oid 20,050 hospita> days. 
That is the equivalent of 61 hospital beds that were not added to Rhode 
Island's health care system. Translated into dollars, that means a savings 
of $6.1 million. 

Blue Cross '•^lid that about 70X of its home care patients re being treated 
for orthopedic disorders, ^;ancer, and cardiovascular conditions. Utilization 
of the home care benefit has grown from about 1.3X of Rhode Island Blue 
Cross and Blue Shield subscribers in 1979 to about 2.2% in 1983. The growth 
occurred despite a drop in hospital discharges. 

(7^ The Long Term Home Health Care Program in New York State (LTHHCP) has been 
operating since 1978 and has snuwn the cost of services for patients in the 
program approximates 50% of the cost of corresponding institutional care. 
Vhe program is designed to provide home care services to eligible Medicaid 
patients who would otherwise have to be institutionalized. LTHHCP provides 
hof^itals, nursing hjmes and home health agencies the opportunity to offer a 
wide range of services, especial 1 coordinated case management, on a ^ong- 
tertn basis. This includes certoi*" iiedical and non-medical services necessary 
to maintain patients at home over long periods of time which have been 
available under traditional Medicare or Medicaid only in institutional 
settings. 

(8) i\'inety percent of Blue Cross and Blue Shield plans now cover home health 
care in an effort to contain health care costs, according to a July, 1985 
survey by the Blue Cross anrt Blue Shield Association (BC/BSA). Home health 
coverage allows patients to leave the hospital and continue treatment in a 
low-cost home setting, according to Bernard R. Tresnowski, BC/BSA president. 

A recent drop in hospital admic-sions and length of stay among Blue Cross 
subscribers is partly a result of the greater availability of home health 
coverage, he iaid. Patients covered by the Blues are spending an average of 
16. 7X fewer hospital days than they did last year. While hospital costs 
average $350 to $400 per day, home care treatments cost $25 to $75, de- 
pending on the type of care the pctient needs, Mr. Tresnowski said. 

Blue Cross and Blue Shield plans typically pay for physician visits, skilled 
nursing care, speech and occupational therapy, respiratroy care, a*- ' home 
heaUh a^de visits. Most plans cover antibiotic therapy and pareitcoral 
nutrition therapy administered at home. Most plans cover home chemotherapy 
treatments. 
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In 1985 Blue Cross and Blue Shield of Vermont expanded its hospice coverage 
progrum statewi^: and expanded its home-care-oriented early maternity dis- 
charge program in addition to initiating other programs to contain instUu- 
tional health care costs. The hospice coverage program began in 1981 as a 
pilot program and has resulted m an average length of stay of 36 days at an 
average cost-Der-day of $36.30. This compares to an average hospital room 
cost-per-day of $440. 

The early maternity discho'-ge program huS become so popular that BC/BS of 
Vermont has doubled the incentives. In 1983, the plan begac. offering $50 
payments to mothers who participated in the Maternal-Infant Early Discharge 
Program. As of July 1, 1P85, that inv.enti e was increased to $100. In 
addition to the bo.ius payment, the program o* ^rs new mothers thr<3e skilled 
nursing v* ,s at home and nine hours of homemaker services by participating 
Visiting Nuise Associations. Eligible mothers also can be reimbursed for up 
to $*^Q of the cobt of taking an approved prenatal course. The Plan estimates 
an average savings of $700 per case for early discharge of mothers and new- 
born babies, "and the savings add up ly, since maternal care is the 
single greatest reason for hospital admiS:>ion in Vermont." 

About 250 women have taken part in Vermont's early discharge progr<im since 
Its inception, saving an estimated $175,000 in madical costs. Nationally, 
Blue Cross anf* Blue Shield Plans pay for more than one miUiDn births a 
year, one-half of which a. e normal, uncomplicated deliveries. Of^i'iaU 
have estimated if the average three-day hospital stay were reduced oy one- 
half o'ay. It would save between $40 million and $50 million annually, 
hi^'teen Blue Cross and 81 ue Shield Plans are involved in various short-term 
maternity stay programs. 

A jcint cost-containment ve.iture between Blue Cross of Greater Philadelphia, 
Pennsylvania Blue Shield, and the Philadelphia Council of the AFL-CIO has 
Stived an estimated $31.1 million in health care costs for union members in 
five local counties. "he program involved various cost control measures 
aimed at reducing hospital utilization. These included preadmission test- 
ing, ambulatory surgery, home health care, and coordination of benefits to 
provide for other party liability. David S. Harkson» Blue Cross Plan presi- 
dent, and Edward F. Toohey, labor council president, together callcci the 
report "the most comprehensi ve analysis of hospital uti 1 izat io'; in the 
nation." The report was issued in June, 1985, and entitled "P Union For 
Strength in Cost Containment." 

Research on the Five Hospitals Homebound Elderly Prograrr (FHHEP-Chicago, 
Illinois) by Dr. Susan Hughes of Northwestern Universitv found that over a 
four-year period the mean cost per FHHEP patient was $2» ^77. 33/year (r^ 1980 
dollars) coinpared to $ll-$13,000/year being charged in Chicago area nurc^nq 
homes at the time. 

Dr. Hughes' research also tracked a sample of 122 experimental FHHEP clients 
and 123 cont'-ol clients (from elderly, homebound, OAA Title III home- 
delivered meai clients) and found- 

D 13% c*^ the FHHEP clients were admitted to institutions versus 23% ^n the 
control group. 
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0 No increase in the use of hospital services in either group despite the 
fact FHHEP clients were older and medically underserved at the outset of 
the study. 



0 No differonce in rcortality rates despite the fact FHHEP clients were an 
aver»..e of three years older and more impaired at the outset of the 



0 A slight increase in the perception of social, mental, and physical 
well-being of FKHEP clients versus the control group. 

For more detail on the FHHEP, see the August, 1983 issue or CARING magazine. 

()2) One of the few cost-related studies of private sector involvement with home 
care was conducteil by the Joint Health Cost Containment program, d project 
of Penjerdel Health Cere Coalition. 

This study explored the possibility for cost savings to employers through 
the expansion of home health care. A summary of ley findings follows:- 

a. "Hone health care is significant to employers beceusp of its poteitial 
for reducing inpatient care with subsequent reduction of the employers 
health insurance premiums. 

b. "The estimated potential savings in the Penjerdei region (Philadelphia 
SMSA) that could be attained with full exploitation of ♦^^me health 
services amonj the employed populatior is approximately $19 00,000, or 
$8.25 per year per covered em^^loyee or dependent. Probably less than 
lOX of this potential is currently being realized. 

c. "The clinical outcome of patients assigned ♦^o home health care programs 
is consistently at least as favorable as the outcomes of patients with 
similar diagnoses cared for in institutional settings. 

d. "Obstacles to optimal utilization of home health services include: 
hospitals and home health care providers; unwillingness of physicians 
and consumers to accept use of home healtl. care; restrictive reimburse- 
ment policies, procedures and regulatory requirements; and the bias of 
the health system toward institutional care. 

e. "Most Blue Cross Plans offer the home health benefit as part of their 
basic coverage. Commercial insurers typically do not but will under- 
write the benefit and charge an increased premium if the added coverage 
IS requested." 

(The Potential for Cost Containment Through Home Health Care, A Project of 
the JoTnt Health Cost Containment Progra¥i Philadelphia, PA, December, 
1980). 

(13) The Georgia Alternative Health Se-vice project of^'ered alternative services 
for persons who would otherwise be pHced in nursing home care institutions. 
The moiel was built on a centralized point of entry into all service sys- 
tems in addition to regularly financed Medicaid services, three alterna- 
tive services included were adult day rehabilitation, home-delivered meals 
and alternative living arrangements. 
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Highlights from preliminary finJings included: 



Medicaid nursing home costs are on the average 33% higher for the control 
group than for the experimental group. 

Physician costs reimbursed by Medicaid are 141% higher fo" the control group 
than for the experimental group. 

Mean Medicaid inpatient hospital costs are 49% higher for tne control group 
than for the experimental group. 

(See Skellie, F.A. , American Journal of Pu b lic Health , April 1982) 

(14) In Monroe County (Rochester, New York), the ACCESS pr-gram includes pre- 
admission assessments for adults at risk of long-term care. The compre- 
hensive evaluation considers medical , nursing, and psychosocial needs. 
During 1977, Medicaid costs for all direct non-institutional services 
provided after assessment to skilled level patients were estimated at 52% 
of the comparable Medicaid institutional rate. Average monthly costs for 
aged and disabled Medicaid beneficiaries Increased by 12% in Monroe County 
when in six comparison counties they increased 17%. 

(See Eggert, G., - '.al. "Gaining Control of the Long Term Care System: 
First Returns from the Access Experiment," Gerontologist, 20(3), - June, 
1980). 

More recent data on Phase I and Phase II of ACCESS fhows even more cost- 
effectiveness results (see CARING magazine, December, 1984). 

(15) A four-year study (1979-1982) of the On Lok Senior Health Services (San 
Francisco, CA) Community Care Organization for Dependent Adults program 
(CCODA) found that average per capita ^ost of health care services for the 
Comparison Group was 26% higher than for the CCODA G'^oup. Even with ad- 
justment for community living txpenses such as housing and meals, the 
total long term care cost (both public and private sectors) 'or the 
Comparison Group was still 12% higher than for the CCODA. While indi- 
vidual costs rose over time in both C oups, the CCDDA Group's cost 
increased less than the Comparison Group's. 

The CCODA program manages and delivers all long term care services to its 
clients, including conmunity-based utpatient services, home care, acute 
hospitalization, nu'*sing home ';are and housing assistance. 

(16) In Florida, cost savings v:ere identified in a program that provides com- 
munity care for persons 60 years of age or older who are functionally 
impaired and eligible for nursing home services. Cost per client in 079, 
in:1uding food stamps and SSI payments, were between $232 and $261 pf 
month in the experimental group; nursing home care for Mer^icaid patients 
rangeo between $455 and $641 and costs in congregate living facilities and 
foster homes were $288 and $334, respectively. 

(See "Evaluation Report-Phase I, Florida's Community Care for the Elderly 
Program", Office of the Inspector General, Office of Evaluation, Florida 
Depf^rtment of Health and Rehabilitation Services, Nove-nber, 1980). 
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(17) In July 9, 1985 testimony before the U.S. Housp Select Cornnittee on Aging, 
Florida Governor Robert Graham reported that in 1984 the average Medicaid 
nursing home care cost was $12,000 per patient compared to a S'^.ACO per 
patient cost under the state's Medicaid 2176 waiver program. 

(18) In Utah, a statewide program of alternative services focused on persons 
applying for nursing home admissions for non-medical reasons achieved a 
25X reduction in state expenditures for nursing home care. Cost per 
client day in 1978-79 was about $8 compared to costs of $24-33 for daily 
nursing home care. 

(See Haglund, Richard F. "Final Evaluation Report of the Alternatives 
Program for the Edlerly," Salt Lake City, Utah: Management Resource 
Associates 1979). 

(19) In the Cape Ann-North Shore area of Mass.ichusetts , a screening activity 
denied or diverted from Institutional care about 14X of requests for 
approval of nursing home pUcements. The number of applicants served in 
the community might have been increased more than fourfold If adequate 
services were available. Community placements at $10.00 a day In 1979 
cost all public payors $4.32-9.07 less per day of care than nuislng home 
placements. 

(See Saphi re-Bernstein, Inger and Ogletree, Ann M. "The Case Management 
Screening Project, Project Oescrlptlon and Report of Results." Beverly, 
Mass.: H?ss. Department of Public Welfare, August 24, 1978-February 29, 
1980.**) 

(20) In Virginia, a statewide pre-admission screening program for Medicaid 
nursing home applicants reduced placements 20% during 1977-80. Potential 
average savings of $560 per patient per month was estimated by nalntalning 
Individuals In the community. It was estimated that the rate of disap- 
provals of nursing home placements could have been Increased to 35-40X If 
adequate community services were available. 

(See KnowUon, J., et.al. "Nursing Home Pre-Admlsslon Screening: A Review 
of State Programs," Health Care Financing Review 3 - March, 1983). 

(21) In Washington, a research project In two communities (and a comparison 
site) conducted In-depth screening and assessment cf designated high risk 
c Tents. A significant reduction In the rate of nursing home use was 
achieved. Only about lOX of all high-rise patients were estimated to cost 
more to serve In the community than In nursing homes. The study report 
Indicated that total costs could have been reduced if more stringent 
requirements — for Instance, If the likelihood of admission was greater 
— had been applied to patients considered at high risk of nursing home 
placement and If services had been focusec; on that group. 

(See Solem, Roberts, et.al. "Community-Based Care Systems for the 
Functionally Disabled: A project In Independent Living," Analysis and 
Information Services I'vlslon and Bureau of Community and Residential 
Care, Department of Social and Health Services, Olvmpia, Washington, July, 
1979). 
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(22) In Connecticut, the second phase of tne Triage project focused on persons 
at high risk of Institutionalization. A 1982 report Indicated that fewer 
Triage clients entered skilled nursing facilities than did members of the 
comparison group and they had fewer days of care during this period. 

(See Nocks, B, et.al. "The Effects of a Community-Based Long-Term Care 
Pro;ect on Nursing Hoff.e Utilization," Paper presented at the 35th Annual 
Scientific Meeting of the Gerontological Society of Amercia, Boston, 
Massachusetts, November, 1982). 

(23) In Arkansas, a program on In-home services for frail, vulnerable elderly 
in imminent danger of institutional 1 ztlon produced substantial savings in 
public outlays. While the total costs of services, regardless of who bore 
those costs, for the extremely Impaired clients at home were about the 
same as comparable patients in nursing homes, only 30V of the costs were 
paid from public funds whereas almost all facility costs were paid from 
public funds. Families and friends provided the largest portion of care 
to patients at home at all levels of Impairment. As a result, the cost of 
care for an extremely Impaired person was estimated at $330 per month with 
In-home services and more than $860 a month in a facility. 

(See "The In-Home Option; An Evaluation on Non-Institutional Services for 
Older Arkansas." Office on Aging, Arkansas Department of Human Services. 
1981.) 

(24) Two projects in Now York City reported savings from programs of home 
health care. In the Bronx, the median cost of such a program was about a 
fourtn the cost of care in skilled nursing facilities and less than half 
the costs in health-related facilities. In Chel ^a and Greenwich village, 
annual rzed costs of the program were 47-89% of nursing home care depending 
on the patients' problems. For more current Information on the Chelsea 
program of St." Vincent's Hospital, see the July, 1984 iss"2 of CARING . 

(See, respectively, Wildemer, Geraldine, et.al. "Home Health Care - 
Services and Cost," Nursing Outlook (26(8) - August, 1978; and Brickner, 
P.W. "Health Care Services for Honebound Aged Maintain Independence, 
Limits Costs," Hospital Program , 61(9), September, 1980). 

(25) A study In six cities of the effects and costs of day care and homemaker 
services for the chronically 111 found that, while the addition of the new 
ser/lces covered In this study increased overall outlays for Medicare and 
Medicaid, for certain sub-groups Institutional services were reduced. 
Skilled nursing days were lower for (1) patients receiving day care; 
(2) patients receiving homemaker services who had minimal dependency needs 
and those with a diagnosis of circulatory diseases; and (3) patients 
receiving combined services. 

(See Weissert, W., et.al. "Effects and Costs of Day Care and Homemaker 
Services for the Chronically 111," Oepart:7>ent of Health Services Research 
OHEW Publication No. (PHS) 79-3258, February , 1980.) 
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(26) The Gateway I! Project (Maryland) found on the verage. joirmunlty-based 
care for a Gateway !! client who receives gap- illing funds costs the 
state a total of $222 per month. This amount Includes gap-f1illng service 
funds and state funds spent for other services. !^ the same client entered 
a nursing home, the costs to the state for nursing home care would be $482 
per month. The new savings to the state of comnunlty care Is $260 per per- 
son per month. *^ 

Total public costs for average Gateway II client receiving gap-filling 
services ire $398 per month including local, state, and federal costs. If 
the same client entered a nursing home his care vould cost the public $959 
per month. (See May. 1984. CARING magazine). 



B. OPINIC'S OF EXPERTS 

Following are quotations from Members of Congress and other notables who have 
expressed their opinion that home care is less costly as we'l as t^^ nrof*»rred 
health care alternative: 

0 •'Limiting the use of the home health benefit could well be penny wise and 
pound foolish if failure to provide home care results in increased hospitdl 
and nursing home costs." 

Senator John Heinz (R-PA). Chairman 
Special Connittee on Aging 

0 "The availability of nursing care from home health agencies has provided many 
patients with the option to remain at home, while at the same time, in most 
cases, home health costs less than that delivered in an institutional 
setting." 

Congressman Bill Gray (0-PA). Chairman 
Budget Committee 

0 -We have to start paying tor home health care in a big way in this country. 
In the short run it may cost a little more, but in the long run it will save a 
lot of money." 

Joseph A. Califano. Jr.. Attorney and 
Former Secretary. U.S. Oepartment of Health 
and Human Services 

0 "Home health care can result in enormous savings over the long run. Even if 
there weren't a savings, even if it was a little more expensive, the quality 
of life would be so enhanced that it would be worth what little more we had ♦■o 
pay." 

Senator Orrin Hatch (R-UT). Chairman 
Ubor and Human Resources Conrnittee 
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0 "I am heartened to see the increasing interest in exploring ^?'ne base alterna- 
tives to institutional care... It has been demonstrated that co:ts can be re- 
duced by as much as two thirds while permitting families to be together in an 
intimate ond humane setting/' 

Senator Lloyd Bentsen (D-TX) 

0 " I am strongly supportive of home health care since I know it to be an effec- 
tive means for keeping older people in the community and thereby avoiding more 
costly institutional care." 

Congresswoman Olympia Snowe (R-ME) 

0 "Home and connnunity health care services onable r^^y older people to avoid 
going to a nursing home at far greater cost." 

Cyril Brickfield, Executive Director 
American Association of Retired Persons 

0 "I think that home health care is the way to go... Home health care makes a lot 
more sense today with spiral mg hospital costs." 

Congressman Charlie Rose (0-NC) 

0 "home care is a lumane program which allows the individual .o rer*(ain with his 
family while . .cuperating. It is also a program which actuilly helps restrain 
health costs to the government." 

Senator Pete V. Domenici (R-NH) 
Budget Committee CY irman 

0 "You know eld people don't like 'nstuutions. We ought to enable old foUs to 
stay at home in familiar surroundings. And that's cheapor too." 

Ann Landers 

0 "Home care is a cost-effective, humana health care alternative whose time has 
come." 

Senator Bob Packwood 
Chainnan, Finance Committee 

0 "The evidence is clear. Extraordinary financial savings — measured for the 
nation in billions of dollars -- would be achieved if a comprehensive ^lOgram 
of home care ware developed-- one that kept the elderly out of hospitals and 
nursing homes or got them out and back hoi.ie quicker." 

Senator fnarles Percy 
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0 "Given the 'graying of America,' it is time that we responded with a federal 
policy that satisfies the needs of our growing population of older Amerl'-.ans, 
while making the most efficient use of our federal dollars. Home care is 
clearly an element in that solution." 

Congressman John R. McKernan, Jr. (R-ME) 

0 "Health care in America has come full circle. It originated in the home and 
moved to the hospital with the advent of technology and imoroved methods of 
diagnosis and treatment. However, emphasis is ntw turning _ack to the home 
<;etting as a way to control cost." 

Senator Jeff Bingaman (D-NN) 

0 "The evidence, I think. Is overwhelming that patients get along much better if 
they can stf in a home environment rather than being in even the best Insti- 
tutional environment. So from that aspect, home health care Is probably the 
best bargain we have in this country." 

Ccigressman Charlie Whitley (0-NC) 

0 "More emphasis is needed on home-based care— for cost reasons and for humani- 
tarian reasons." 

Senator Biil Bradley (0-NJ) 

0 "Effective use of home health services can lead to less institutional care and 
a reduced demand for expensive nursing home and hospital health services." 

David Stoc!:man 

0 "Our none health care providers' services have repeatedly demonstrated their 
cost-effectiveness over institutional care. If a iime when cost-cutting seems 
to be the order of the day, it is a rare pleasure to find a program that will 
improve the lives of millions of Americans as well as saving our stretched 
health care dol lars." 

Senator Donald W. Reigle, Jr. (n-M!) 

0 "I firmly believe that home health care is an immediately available and viable 
method of reducing health care costs." 

Senator Clairborne Pell (D-RI) 

0 "As health care bills in this country have continued to grow, home health care 
has beco^ie an increasingly cost-effective alternative to hospitalization and 
nursing home placement ror elderly and disabled Americans." 

Senator Tom Harkin (D-IA) 

0 "Home health care is cost-effective. It reduces health care expenses for the 
federal government, and provides a more financially secure future for our 
nation's elderly. I believe we should support the growth of thi<: sensible 
alternative to institutionalized care." 

Senator Steve Syms (R-ID) 
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0 "As a sponsor of several recent changes in the Medicare law to expand home 
health care programs, I know that it will continue to become more and more 
important as hospitals look toward lower cost community care to cope with 
health care cost containment." 

Senator Lawton Chiles (0-FL) 

0 "I support the home health care program because I u«.<ieve it plays an impor- 
tant role in our efforts to achieve health care cost containment." 

Senator Thad Cochran (R-MI) 

0 "Increasing health care costs are an impetus to our support for home health 
care. The savings generated by continuation and expansion of such programs 
cannot be overlooked, particularly in this time of fiscal restraint." 

Senator Al fonse O'Amato (R-NY) 

0 "Given the choice of institutional or community-based care, most families 
prefer home health care. Futhermore, we know that home care, as a substitute 
for hospital or nursing home care, can save federal and state governments a 
considerable amount of money." 

Senator John Heinz {R-PA) 

0 "Everybody wins with home health care. Medicare beneficiaries can receive 
care in their own home that helps them remain independent and self-sufficient. 
Medicare and the federal government save money because home health care is 
much less expensive than the alternative-hospital care. I have strongly 
supported home health care and will continue tc do so." 

Senator Rudy Boschwitz (R-MN) 

0 "Our nation's health care programs are undoubtedly the finest in the world. A 
prime reason for this has been our willingness to give priority to the type of 
cost-effective and humane care demonstrated by home health care agencies and 
hospice programs." 

Senator Daniel K. Inouye (0-HI) 

0 "Home care offers an important alternative to traditional health care that 
allows individuals to remain at home, in familiar surroundings, during their 
illness or convalescence, while achieving significant cost savings." 

Congressman Jack Kemp, (R-NY) 

0 "The current budget situation makes it imperative that home health care play 
an increasingly important role in providing quality, cost effective health 
care." 

Congressman Cecil "Cec" Heftel (0-HI) 
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0 "I heartily support and encourage efforts by the National Association for Home 
Care to keep health care costs at a minimum. Home health care, an alternative 
to long hospital stays, is economically and emotionally beneficial to the 
patient, and by e, tension, all society 

Congres'^'^-'n Richard Shelby (0-AL) 

0 "As tie cost-effectiveness and efficiency of health care in the United Sta*^<i 
continues t^ decline, Aniericans must recoc,nizo and promote home health care 
services as tie only realistic alternative *o traditional and costly long-term 
care." 

Congressman Jim Kolbe (R-AZ) 

0 "An important Ly-product of providing treatment through home care is its cost- 
effectiveness, certainly an important feature during this reriod of budgetary 
constraints at the Fecieral level." 

Congrvssm ). Roy Rowland (0-GA) 

0 "Home health c re can provide quality health care at lower jsts to a large 
itunber of ptople, especially those on fixed incomes, while orfering the indi- 
vidual the physical comforts and emotional security of his or her own 
environment." 

Congressman Bill Chappell (0-FL) 

0 "In recent years the federal government has awakened to the dual significance 
of no'.e 'lealti care a compassionate alternative for patients, nd a cost- 
effeccive means of providing quality care." 

Congressman Norman 0. Oicks, (D-HA) 

0 "Home heulth care is ^ efficient, which is espx. ally important given the 
need to coni^in costs a" i Juce the deficit." 

Congres'.'nan Thomas Pe^ri (R-HI) 

0 "I am proud of the contribut.. the home health care industry has made *n 
enabling individuals to receive needed medical se ices while remaining ot 
home. These services are i.'portant in our efforts to contain the costs of 
health care and should be encouraged whenever possible." 

Congressman oohn Breaux (0-lA) 

0 "Home care, when appropriate, can of for major cost s vings to the patient and 
to federal health programs, such as Medicare. I support such efforts to ease 
financic^ burdens on individuals and on fede 1 programs." 

Congre-sman Bill Nelson (0-FL) 
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0 "Home health care represents one of the significant alternatives to the unsat- 
isfactory spiral in health care costs which has had such a negative impact on 
out general economy." 

'pressman William 0. Ford (O-Ml) 

0 "As Congress works to control federal spending i.-; all areas, we ihculd applaud 
home health care. Home care reduces the cost of medical care while addressing 
the human needs of patients." 

Congressman Albe. c G. Bustamante (0-TX) 

0 "As we c 'ntinue the effort to moderate the rising costs of cjality healsh care, 
with primary concern for ^he general welfare of health tare recipient--, it seems 
a matter of common sense that quality health care at hon^, adequat ly planned 
and supported, could prove to be an increasingly effective and beneficial 
bargain." 

Congressman D. French Slaughter, Jr. (R-VA) 

0 "The availability of nursing care from home health agencies has provide^' many 
patients with *;ie option to remain at home, while at the same time, in most 
cases, home heilth care costs less than that delivered in an institutional 
setting." 

Congressman Bih Gray (0-PA) 

0 "Because of the personal, convenient and cost-effective nature of home health 
care, Americans should take advantage of this opportunity as an alternative to 
institutionalized care." 

Congressman Carroll Hubbard (0-KY) 

0 "The answers to cost conta*. rimtnt and appropriate hea'th services iy increa- 
singly be found in the proper use of home heaith care." 

Congressman Ralph Regula (R-OH) 

0 "As we confront the terrible problem of rising health care costs, we have got to 
broaden our view. We must sejrch for new ways of assuring quality care by less 
expensive means. Home care \s truly a part of -he solution to escalating health 
care costs." 

Congressman Al Swift (0-WA) 

0 * In my opinion, home health care provides a high-quality and cost effective 
altiirnaf! ve to institutional care in this country." 

Congressman koocrt T, Matsui (0-CA) 

0 "The benefits of home health care are many. It is, in most cases, a more cost- 
effective method of pioviding care than institi tional izat ^n." 

COiigressman William Hughes (D-NJ) 

0 "The cost of home health care is more affordable to the patient and the commun- 
ity as a whole." 

Congressman Mickey Leland (0-TX) 
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VII. RESULTS OF A NATIOMAL OPINION SURVEY 
MEASURING PUBLIC AHITUDES WITH RESPECT TO HOME CARE 



In 1985, the Kational Association for Home Care commissioned a national .>Hinion 
(market) survey of public attitudes towards home care. The study was conducted 
by Or. Marvin Cetron and Forecasting International of Arlington, Virginia. 

The highlights of the survey are important to policymakers:* 

0 Home care has a very positive image among Americans of all ages. 

0 It is the prsferred form of health care by a wide margin over care delivered 
in an institutional setting. 

0 There is high satisfaction imong the users of home care; those wb' h" e 
benefited from such service ir variably become strong advocates for it. 

0 Only about 40 percent of the American public have heard about home care, but 
those who learn about it strongly support the concept. Over 85 percent of 
those who know about it support the concept. 

0 Home care appeals to both liberals and conservatives. Conservatives support 
it because it serves to keep famines together and is less costly than in- 
stitutional placement. Liberals support it and argue that irrespective of 
costs. It should be supported on humanitarian grounds. 

0 Support for home care is very high among minority qroups such as Blacks and 
Asian Americans who have a strong tradition of "taking care of their own" in 
an nded family setting. 

0 The group which was most sup(.ortive of home care was Americans from 25 to 40 
the baby boom generation. These individuals are greaMy concerned about 
the burdon of supporting hildren in college while simultaneously supporting 
parents, grandparents and perhaps even great grandparents. 

0 Home care is supported over nursing home care by an overwhelming mari,<n 
although most people feel that good nursing homes are an essential part of 
the American health care systein. 

0 The American public strongly supports legislative proposals which would 
broadt'» the scope of existing government health care programs to provide 
meaningful hone care. 

0 The public strongly supports tax breaks and other incentives which would 
encourage family members to accept the responsibility of caring for aged 
relatives. 

Details of the study follow:- 

Softcl fical ly. Forecasting InterniLional was asked to examine: 

0 Awareness of home care services and media overage, 

0 Awareness of hospice care and support for insurance coverage. 
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0 Attitudes toward hospital carp, 

0 Preferences for home care vorsus nursing homes, 

0 Attitudes towards insura.ice coverage for long-term home ^ar and catastro- 
phic care, 

0 Acceptability of policy options for health care cost containment, 

0 Preferences for how to cut the federal budget, 

0 Attitudes toward usage of ,hysician assistants and adequate preventive care, 

0 Awareness of financial responsibility for family members over 65 years of 
age, and 

0 Profiles of home care supporte-^s 



The market research survey utilized a telephone survey method. Professional in- 
tervie»r*ers from J'^rket Opinion Research's (MOR) Telephone Bank Oi ision adminis- 
tered a questionnaire approximately 9 miryjies long to a random sample of adults 
representing the population as a whole in terms of sex, age, racial background. 
Incomes, and geographic distribution. 

The sample consisted of 1,200 completed interviews with persons over 18 years nf 
age. Coding, editing, weighting, and computer analysis were performed by MoR.^ 
The survey analysis included frequencies, or a count of how people answered each 
question, as well as a series of cross tabulations to develop demographic and 
home care profiles. Specifically, three special segments were created for 
analysis of hoffe care supporters: (1) those "unaware" of specific home care 
services, (2) those "knowledgeable" but not users, and (3) those who have "used" 
home care or had close friends or family I'ho have been users. 



Only 38X of the population &re able to name a home health care service that they 
are "aware of." Of those services named, nursing hes the highest level of aware- 
ness {26X). Homemaking home health aides, hosplci- , meals delivered, and physi- 
cal therapy have between 7X and 2X unaided awareness. 

Awareness of home care is lower thr average among males, those over 65, Blacks, 
Hi s panics , low-end income/economic group, and those in the Mcuntal n region. 
Awa ness is strongest among females, 55-64 aye group, intelligentsia, high- 
incom gioup, Jewish, and those in the fiew fngland and Pacific regions. 

In the last year, only 34X of the American public have seen advertisements, 
i»pec1al programs, or read articles on home health care services or agencies. 
Media awarene«;s of home care is distinctly different from overall awareness of 
services among those over ".S, These older Amiricans have a higher than average 
awareness level of the media in contrast to their lower than average awareness of 
any specific services. ^. 



HETHODOLOGY 



KEY HIGHLIGHTS 
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Awareness of home health care is most likely to come from a family member's usage 
(35X), stories or media coverage (23%), or from health care professionals (18%), 
and least likely to com** from one's own experience or usage (11%). As mu"' 'e 
expected, those over 65 have a higher than averat,. awareness of home care 
their own usage, and tho<;e 55-64 have high awareness through a family's or 
friend's usage. 

Home care has a very positive image (85X support) among those who have any aware- 
ness. Home care is preferred by 72% of the American public over nursing hunes 
for the care of those persons who need frequent medical assistar-^e and house- 
keeping assistance. The most dramatic support for home care over nursing homes 
comes from Hispanics (90%), which is in keeping with their strong family 
orientation. 

The positive attitudes toward home care are not d result negative experiences 
with hospitals, because the public thinks that hospitals arc doing a "good job" 
of "neeting the needs of the family and patient (90%). Satisfaction with hospi- 
tals IS noticeably higrer among the intelligentsia and lower for the low-end 
income/economic group. 

When asked, 26% of the public are able to correctly identify that hospice serv- 
ices help the terminally ill. A majority (64%) think that hospice services should 
le covered by insurance, but only '6% s?> they would pay a higher fee for such 
coverage now. Awareness of what hospice services provide is extremely low among 
Blacks (12%) and Hispanics (SI); however, they are very strong supporters of hos- 
pice insurance coverage after hearing a definition of hospice care. A majority 
(65%) think long-term home care should be covered by insurance and even more 
people (73%) support the coverage of catastrophic medical care. 

Willingness to pay for hospice coverage declines with age, as does support for 
insurance coverage for hospice care, home care for long-term illness, and 
catastrophic care. Democrats more than Republicans tend to support insurance 
coverage for these three areas. 

Acceptable ways of controlling the rapiu increases in health care costs are tho?e 
which Co not impact the individual's pocketbook or personal freedoms very 
directly: 

0 Insurance plans that encourage the care of chronically ill at home (85%), 

0 A system that encourages the use of physician assistants, nurse practi- 
tioners and midwives (76%); 

o Requiring ^ployees to pay a part of their health insurance premiums {74X), 



0 Price controls on doctors' and hospitaJs' fees (7)%^ 

Among the sample surveyed, it is not acceptable to require people to pay a larger 
portion of their medica. fees covered by insurance (32%) or to have more 
insurance plans that designate which doctors can be consulted (38%). 
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People who have had experience with home care themselves (or through family or 
close friends) are more supportive of home care than those who have little or no 
awareness of home care. However, the people most supportive of home care are 
what we call the "Knowledgeable" group. They are knowledgeable about home care 
but have not had exper^ance with it. Those knowledgeable are well-educated, and 
may or may not hive high incomes. The grouo consists of slightly more females 
than males, and has a high proportion of people aged £5-34,, 



Home care has a positive image out suffer^ from low awareness, particularly Tiong 
those 65 years of age and those with lower n "omes and less education. Her are 
somewhat less familiar with home care than women, and thus less supportive. 

Conceptually, he American public thinks that home care is a better way to care 
for those who eed frequent medical and homemaking assistance than in nursing 
homes, ev^n though they have little awareness of the actual services provided by 
home care. This attitude does rot stem from dissatisfaction with recent hosptial 
experiences. 

Only one-qu^rte'* of the public knows what ''ospices are; but when niven an expla- 
nation of hospice services, the majcity support coverage by insurance. Like- 
wise, the majority support coverage o long-term home care asd catastrophic care. 
Naturally, fewer people are willing to pay higher insurance fees for coverage of 
hospice care. 

The nost acceptable ways of controlling health car** costs are those options which 
do not affect the individual's pocket^ook very much or his freedom to choose his 
own doctor; home care for the chronically ill, jse of professional assistants to 
doctors; employees paying part of insurance premiums, and price controls or. doc- 
tors' and hospitals' fees are acceptable. 

Tt'.e public does net feel that all of the "fat" -,r\ the federal buiget is in de- 
fense. People are split between cuttir.g the budget more f i om defense or spread- 
ing the cuts equally between defense a.-'d Social Security/Entitlement programs. 

One can surmise that, until a crisis occurs, few people feel an immediate 
financial resoonsibil ity for a family member *ar 65. 

Americans think they :re receiving very adequate preventive health cere inform?- 
tion, even though heaU*i caro dollars rarely go to such areas. Those most sup- 
portive ano knowledgeable about health care are lesi. positive t. an others about 
tSe pr:venw!ve care they receive and perhaps more aware of what p' ventive care 
should be. 

To date, home care is supported mcst bi upper income, highly educated, slightly 
younger Americans rather than by many of its beneficiaries — oloer Americans. A 
subgroup which often emerges as most support* /e is the irt^lligentsia, who are 
characterized as college graduates, earning less than $40,000, and somewhat 
younger. 



CONCLUSIONS 
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The two major minor cy groups, Hispanlcs and Blacks, are very supportive of hone 
care but often less aware of its services than the general population. This ii 
related most likely to iheir lower income and education levels as a group, rather 
than reflecting a true variation in awareness levels. 

The future of health care is one of the mo«£ crucial issues facing Anerica today. 
Problems of spiral ing costs, limited nurs.ng home space, '»n'. inadequate insurance 
coverage will become more acute as our elderly populatioi continues to increase 
in number. These factors make home care a vital compone.>t of heiith care in the 
future not only tn ease the cost burden, but to ease the burdens of the aged. 

Home care allows older Americans to reoiain in their own homes, surrounded by 
family and friends, 1 ving a: independently as possible, while receiving quality 
medical care on a regui^'^ basis. Home care is essential in the care of chroni- 
cal 1/ ill children, it keeps families where they should be together. Health 
improves much faster in positive social environments — and what could be more 
positive an environment than one's own home, where per^c- "1 i^c<i care is provided 
by professionals, as weP as relatives and friends? 

Home care provides a mixh preferred alternative to our present ^^^ctice of 
institutionalized care ano is the hub of our future system of community-based 
health care. 

Home care is like a relatively new service for most people. Typically, social 
innovatn s, who are well-* lucated and in higher incorre brackets, are the first to 
use new services. To move past this early adoption state into widespread support 
and usage, public awareness and education efforts are a critical next step. 
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VIII. A SHORT LIST OF THE REASONS IN FAVOR OF 
HOHE CARE 



More and more Americans every year are receiving their health care services at 
home. The move towards home care is being fueled by a multiplicity of factors. 
First ts the growing public recognition of, and demand for, home care. Second, 
the growth in the nunber of agencies has wade home care more generally available. 
Third, new technological advances have made it possible to oj.iver complex care 
at home which previously was available only in an institution. Fourth, the 
growing number of older Americans who are living longer are increasingly in need 
of home care services in order to rema.n indepe:dent in their own homes. Finally, 
the'^e are cost considerations. The fre^ise behind prospective (ORG) payment to 
Medicare participating hospitals is thtit patients' stays in the hospital would be 
reduced by sending them to less costly comnunity-based facilities for part of 
their convalescence. C.'^arly, hospital stays have been reduced, and patients are 
being discharged quicker and sicker into the custody of Lome health agencies. 

The central premise of this raport is that rather than accept some modest in- 
creased costs in Medicare's home care expenditures, HHS has perversely sought to 
reduce expenditure* for home care. The inevitable result of these two forces, 
increased Jenand for home care and simultaneous reduction in expenditure, is 
undoubtedly a collision. In the short run, the result will be that thousands of 
older Americans will go without the home care services that they need. In the 
long run, the crSis this precipitates will result, by necessity in the formula- 
tion of comprehensive long-term care policy based upon home health care. 

Following is a short list of the public policy reasons in supporc of home care. 
The lis* is compelling. The logic in favor of making home care the first line of 
any health delivery system is overwhelming. In this connection, valuable lessons 
can be learned from the British, Canadian and ti.e Scandanavian countries, which 
have made It the centerpier<» of their health delivery systems. 

Home care (which includes home health care, homemaker/home health aide and 
hospice ser/ices) is desirable because:^ 

1. It Is delivered at hoMe. There are positive feelings all of us associate with 
being home. Our home is ou^* castle, our refuge from the storm. When we are 
not feeling well, most of us ask to go home. When we a ? feeling well, we en- 
joy the sanctity of our residences and the joy of beinv, vith our loved ones. 

2. HoiRj care represents the best tradition In A«er1cdn health care. Home health 
agencies were started as public agencies to seek out the poor and the need;' 
who otherwise would go without care. No one was turned away. This is still 
true for most of America's home health agencies. 

3. Ho»e care keeps faallles together. There is no more important social value. 
It is particularly important in time of illness. 

4. Home care serves to keep the elderly In Independence. None of us wants to be 
totally dependent and helpless. With some assistarce, seniois can continue 
to function as viable members of society. 
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Ho«e care nrevents or postpones Institutionalization- None of us wants to be 
placed In a nursing hone unless this is the only place where we can obtain 
the total, 24-hour care tho- we need. 

6. Hoiie care promotes healing* There is scientific evidence that patients heal 
more quickly at home. 

7. Home care Is safer* For all of its lifesaving potential, statistics shov that 
a hospital is a dangerous place. The risk of infection, for example, is high. 
It is not uncommon for patients to develop new health problems as a result of 
being hospitalized. These risks are eliminated when care is given at home. 

8. Home care allows a Maxluua amount of freedom for the indlviouaU A hoi^pnal 
of necessity Is a regimented, regulated environment. The same is true of a 
nursing home. Upon admission to either, an Individual Is required to sur- 
render a significant portion of his rights In the name o^ the common good. 
Such sacrifices are not required at home* 

9* Hone care is i>^*snnal Ized care. Home care is tailoied to the needs of each 
individual. i\. is delivered on a one-on-one basis. 

10. Hone care* b> definition. Involves the Individual and the family In the care 
that Is delivered* The patipnt and his family are taught to participate in 
their health care. Ihey ""e taught how to get well and how to stay that way. 

12- Hoii«» care reduces stress* Unlike most forms of health care, which can 
incr ise anxiety and stress, home care has the opposite effect* 

13- Hoae care is the most efficient form of health care* By bringing health serv- 
ices home, the patient does not generate board and room expenses. The patient 
and/or his family sipply the food and tend to the individual's other needs. 
Technology has now been developed to the point where almost any service which 
i'^ available In a hospital can be offered at home* 

14- Hoii« care is given by special people* By and large, employees of home health 
agencies look at th^ 1r work not as a job or a profession, but d3 a calling. 
Home care workers are highly trained dnd seem to share a :ertain reverence 
for life* 

15. Home care is the only way to reacn some people- Home health care has Hs 
roots In th" early 1900' s when so^je method was needed to provide care for the 
flood of ^.migrants who populated ujr major cities* These Individuals usually 
did not speak English, had little ooney, and did not understand American 
medicine* The same condition ex1st:> now 'o some extent because of the new 
vave of Immigrants and the large numb;r o^ lomeless Individuals who roam our 
streets . 

16. There Is little fraud and abuse associated with home care* Other parts of 
the health care delivery system have been riddled with fraud and char<ies of 
poor care* There have been few. If ar.y, major scandals related to home care. 

17* Home care improves the quality of life* Home care helps nut only add years 
to life, but life to years. People receiving home care get along better. It 
Is a proven fact. 
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18. Hoae care is less expensive than other for«s of care. The 'Evidence is over- 
whelming that home car* is less expensive than other forms of care. Home 
care costs only one-tenth as much as hospitalization and only one-fourth as 
much as nursing home placement to deal with comparable health prof-ais. 

19. Hone care extends life. The U.S. General Accounting Office has established 
beyond doubt that those people receiving home care lived longer and enjoyed 



20. Ho«e care is the preferred for« of care, even for individuals who are 
terminally ill. There is growing public acceptance and derjiand for hospice 
care, which is home rare for individuals y^ho are terminally ill. 

In short, home care ii, the oldest form of health care; health care has been tra- 
ditionally given at home throughout the centuries. It is also the newest. Modern 
technology has developed to the point where virtually anything which is aval'idDie 
in a hospital can be provided at home. There is significant evidence that it is 
less costly than other forms of care and that it is the most satisfying form of 
health care available to the American public. Little wonder that the public is 
demanding that it b° made more available. It is an ide? whose time is come. 



1 Wing. 
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IX. SUMMARY AM) COMCLUSIONS 



At the present time, there Is a great deal of public attention on the need for 
catastrophic health Insurance coverage. Officials representing the Admlnistradon 
and the Congress have talked about the need to protect older Americans. 

There Is also Increased attention on the need for long lerm care. Long tenr care 
is the single greatest health co '*ern of the elderly according to the American 
Association of Retired Perso.is. 

There Is also a great deal of concern about patients who are discharged quicker 
and sicker from hospitals. Some Individuals apparently have been discharged 
sooner than was desirable and others have needed to be rehospftallzed. 

Then there Is growing concern about the thousands of cMldren wnc continue to 
live In hospitals whtn they couid be cared for at honjc. Finally, there Is con- 
tinuing concern about the escalating cost of health care. The central Issue ^s 
how to use existing dollars to cover more health care for more people. 

Home health care connects with all of "^hese Issues. It Is one answer to the 
dilemma of how to help people and save mo ey at the same time. 

Home care Is the answer of choice fo" families who have fragile and technolog- 
ically-dependent children. Home care Is the means of Intervening to postpone or 
to prevent the need for institutionalization. 

Home care Is, has been, and should continue to be, the central core of any policy 
of long-term care In this country. 

Home care should also be tne core of any national effort to provide catastrophic 
health protection. 

Home care has the potential of solving many of the nation's health care problems. 
It enjoys high and growing acceptance among the population. There Is very high 
satisfaction among those who have used the service. 

As a reflection of this fact, home care has benefited from wide and growing sup- 
port among the Congress. This support extends to both Democrats and Republicans, 
conservatives, as wfil as liberals. 

Virtually, the onlv center of resistance to home care rests In the Office of 
Hangcment and Budget, and the Influence It carries In the Department of Health 
and Human Services. 

Spurred by 0MB, HHS has sought by a series of extraordinary, arbitrary, and 
sometimes. Illegal measures to restrict the growth of home care. The primary 
reason appears to be a desire to restrict Medicare payments in genaral and the 
growth of home health care specifically. Home health care does stand out because 
It Is the fastest growing part of Medicare. 
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This report attempts to pull together In one volume the repressive and restric- 
tive measures Instituted by HHS. Although some of the measures might have come 
to the attention of the Congress, It Is doubtful that any Member of Congress has 
seen the entire accumulated list. This report encourages Congress to evaluate 
the actions of HHS and to Intervene to protect the right of Medicare benefici- 
aries with respect to the availability of home health servclos. 

The central conclusion of this report Is that the modest expansion In Medicare's 
home health expenditures over the past three years Is a direct result of the Im- 
plementation of the prospective payment system (ORGS) for Medicare participating 
hospitals by HHS. 

Both the Senate and the House Committee on Aging have established that patients 
a.*e being discharged quicker and sicker. The data which It has obtained from the 
General Accounting Office Indicates that there has been a 37% Increase in the 
number of patients moved into home care. 

There can be no doubt that the ORG system has worked In terms of reducing the 
level of Medicare expenditures as 1' relates to hosptials. The average length of 
stay has dropped dramatically. As result, there have been significant savings 
to Medicare over the previous system. These savings have been made possible be- 
cause Congress Intended that Individuals would receive the care they need In less 
expensive communlty-baoed home care settings. 

Billions of dollars have been saved In terms of Medicare hospital expenditures 
and It would be reasonable to expect some nodest Increase In expenditures for 
home care. 

Unfortunately, as can be seen In Section IV of this report, HHS has sought to 
actually reduce the level of home care expenditures. In short, HHS Is trying to 
trim the candle at both ends. The effect on Individuals, on Medicare benefici- 
aries, and on home health agencies, has been tragic. 

HHS has Instituted a series of new guidelines which are just what the name sug- 
gest. These guidelines which are mere suggestions to Intermediary Insurance 
companies have besn enfo-'ced as If they were law or regulation. 

As noted In Section IV, the home care benefit is tightly drawn In the statute. It 
was established by Congress In the form of a box. Patients have to be sick enough 
to meet the skilled nursing criteria; but not too sick so as to exceed the Inter- 
mittent care test, they have to be restricted to their homes if not their beds, 
and they must need services which are ordered by a physician and judged to be 
reasonable and necessary. 

Through Its r btrictive new guidelines, HHS has forced the four sides closer 
together. The number of patients discharged into hone care has been Increased 
almost 40t. Home health agencies have been put into a position where they must 
render services to morf people who have more Intensive medical needs. HHS has 
made it more difficult ror them to do so and reimburse them less and less for the 
care which has been provided. 

HHS has Increased dramatically, the paperwork and the red tape with which agen- 
cies must comply in order to be reimbursed. It has Insisted on mountains of 
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documentation which has served only to increase costs. It has insisted on the 
use of forms which have been cumbersome and maldesigned which have lead only to 
increased red tape. 



Simultaneously, it has increased pressure on intermediaries to audit home health 
agencies and to find what it terms "inappropriate care." HHS requires intermedi- 
aries to find at least $5 in disallowed claims for every $1 it spends in an 
auditor's salary. Intermediaries which fail to meet thib standard are in danger 
of losing their contract with the Government. 

The resjits have been a slow down in payment which has created severe cash flow 
problems for agencies. 

Home health agencies have been informed that they cannot help senior citizens 
appeal Medicare claims which have been denied. The effect of this, of course, 
has been to reduce the level of appropriated expenditures to Medicare benefi- 
ciaries. 

Costs properly attributed to the Medicare program have been unfairly shifted to 
other sources of payment. Medicare has denied payment altogether for relatives 
who have chosen to supplement Medicare's payment by hiring additional personnel 
to provide nursing or other home care for their rel«.ives. 

It has required all home health agencies to post a bond absent any evidence of 
potential default. 

HHS recently published rules to slow down the growth in agencies by eliminating 
return on equity for for-profit agencies and doing away with special exceptions 
to its cost limits for newly established agencies. 

Last July, HHS announced rules which dramatically changed the manner in which 
home health agencies are to be reimbursed. The present law currently reimburses 
home health agencies for up to 75% of their aggregate costs. The new rules would 
establish a Mmit of 120% of the mean by discipline. The new rule is the equiv- 
alent of a drop to 70% with automatic ratcheting down targeted to the 65th and 
60th percentile in each successive year. The new rules, unless Congress inter- 
venes, would also bar efficient ? ncies from aggregating costs which means they 
would no longer be allowed to u . savings in one area of service to subsidize 
higher cost in another. 

On top of thesp and other measures detailed in Secti'^n IV of this report HHS has 
now proposed a i% across-the-board cut in expenditures to hospitals, home health 
agencies, and all of the providers. This cut appears to be equitable but it 
really is not. Home health agencies have been the target of significant adminis- 
trative cuts and the new HHS mandate would have a significant and double impact 
on home health agencies who have already faced severe administrative cuts. 

Secondly, the across-the-board deductions do not take into consideration the 
unique nature of cost-based reimbursement. The effect of a 1% reduction on cost 
risk based reimbursement, in this instance, is to put home health agencies into a 
negative spiral where they are required to provide services and to accept in 
reimbursement 1% less than cost for every visit that they make. 
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ihe accumulated effect of these measures has been devastating. For over 100 
years home health care has been one of the most positive parts of the American 
health care system. But that tradition is now in jeopardy. Unless Congress 
intervenes, OHHS will have effectively dismantled the Medicare home care benefit. 
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X. RECOMMENDATIONS 



roUowIng is a list of proposed solutions to the problems identified in this re- 
port. These recommendations are offered for the consideration of the Congress. In 
general, NAHC endorses the recommendations of the House Committee on Aging, Sub- 
comnittee on Long-Term Care and their December, 1984 report "Building Long-Term 
Care Policy". 

1. Congress is urged to enact legislation requiring the Department of Health 
and Human Services (HHS) to comply with the Federal Administrative Proce- 
dure Act. There is strong evidence on the record that HHS has acted arbi- 
trarily, that It has reduced the value of the Medicare entitlement, and that 
it has crossed the line between policy making, which is the prerogative of 
the Congress, and policy implementation. 

2. Congress should establish within HIIS an internal Office of Management and 
Budqet. Such an office had existed, and wai dismantled recently, leaving 
HHS b'der the control and domination of the Office of Management and Budget. 
HMS needs its own experts if the Secretary and other personnel are going to 
be able to carry out the duties for which they are responsible by statute. 

3. Congress is askec* to intervene to block the unintended double blows that 
will occur if the reductions in expenditures because of new confols tar- 
geted at home health are combined with the Gramm-Rudman directed reductions. 
An amendment to Gramm-Rudman which reduces its cuts in recognition of regu- 
"latory action taken toward the same ends would te desirable. 

4. Congress should consider exempting hone health agencies (HHAs) from the 
Gramm-RudmaM cuts and/or making reductions in a more equitable manner, one 
which takes Into consideration the unfair effect of including within across- 
the-board reductions applicable to block grants reductions in cost-based 
reimbursements. 

5. Congress should immediately enact provisions agreed upon in 1985 by the 
House Ways and Means Committee and the Senate Finance Committee which re- 
leased agencies from the July 1, 1985 HHS regulations changing the formula 
for computing cost limits applicable to agencies. 

The new rules barreo agencies who were efficient 'rom using savings in one 
area of service (e.g., nursing) to provide service in another area (e.g., 
physical therapy). This principle is called aggregation. The proposal as 
passed by the Senate would allow agencies to aggregate costs, at the same 
time preserving reductions in overall cost caps aoplicable to those agen- 
cies which had been mandated by HHS. 

6. Congress should once again reject the Administration's proposal to add a 5% 
coinsurance to the home care benefit. Congress removed this impediment long 
ago in order to crourage utilization. Since much of the increased utiliza- 
tion of home care in the last 2 years has been a result of DRGs, coinsurance 
will do nothing to slow down utilization. Coinsurance is simply a tax on 
beneficiaries which would cost the government more to collect than it would 
save. 
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7. Congress should amend the provision In thr Medicare lavi which limits those 
receiving home care to those needing "Intermittent care." It Is • cruel 
hoax to tell the elderly that they cannot be cared for because they .iced too 
much care and are too sick, and therefore, belong In a nursing home, knowing 
that Medicare pays for a very limited amount of such nursing home care. 
Only about 7,000 of the 1.3 million patients in nursing horces on any given 
day have their care n^id for by Medicare, and their reimbursed stays tend to 
be very short--an average of 25 to 30 days. If the (ongress insists on 
limiting the home care benefit, there are better ways to do so. NAHC has 
endorsed HR 2371, introduced by Congressman Henry Haxman, which would make 
It clear that t^e term "intermittent" would not block the care of indivi- 
duals w!io otherwise qualify for daily visits up to 90 days. 

8. Congress should enact legislation introduced by Congressman Ron Wyden which 
clarifies the right of providers to assist Medicare beneficiaries in appeal- 
ing claims that have been denied by Medicare. 

9. Congress should block HHS from denying Medicare home health benefits to 
individuals who supplement the care provided by Medicare. If families want 
to pay privately for additional care needed by relatives, they should be 
able to do so without causing a loss of Medicare's benefits. 

10. Congress should clarify HHS rules with respect to discrete costing. At the 
present time, free-standing HHAs are barred from using nore sophisticated 
accounting methods. The guidelines need to be revised in order to allow 
HHAs to recover costs which are legitimately contributable to the Medicare 
program. 

11. Congress should require HHS to regulate HMOs in the sance way that they regu- 
late hosptials, nursing homes, hospices and other providers who seek to pro- 
vide home health care. Each of the above entities must see^ and obtain a 
separate certification fron HHS if it plans to offer home care. The rule 
should be made applicable to HMOs. 

12. Congress should require HHS to withdraw Forms 485-488 until these forms can 
be perfected through appropriate field trials. 

13. Congress should block the retroactive application of HHS rules requiring all 
HHAs to post a bond or establish an escrow. HHS has offered no evidence 
that such new rules are desirable or need to be applied Co existing HHAs. 

14. Congress should remove unfair limitations which recently have been placed on 
the receipt of PIP payments (periodic interim payments). 

15. Congress should enact proposals such as S. 1249 which passed the Senate in 
1985, and S. 1793, expanding the scope of pediatric home care. 

16. Congress should instruct HHS to allow coverage for so called hi-terh home 
care services, such as IV chemotherapy, when ordered by a physician as part 
of appropriate home care therapy. 
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17. Congress should move toward the enactcent of a prospective payment system 
for home health agencies- 

18. Congress should encourage family members to care for their relatives at home 
through appropriate tax deductions. 

19. Congress should encourage all states to enact legislation similar to the 
Nursing Home Without Walls program which has been so successful in New York 



20. Congress should enact comprehensive long-term care legislation as part of 
any catastrophic health insurance plan which it considers. 



state. 
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APPEfJDIX : 



QUESTIONNAIRE TO ALl HOME HEALTH AGENCIES IN THE U.S. 

Please return to- National Association for Home Care 
519 C Street. N.E. 
Wasiilngton, D.C. 20002 



1. Have you see-i an In r , eas j In the number of Medicare* denials over the 
past year? Y es , No 

If yes, by approximately what percent? 

O-IO^ 26-50t 

11-25* Over DOS 

2. have you seen an Increa-^, in denials wxth the explanation the client Is 
not thouglit honebound'^ Yes No 

3. Have you se<'n an increase in cases denied because the client does not 
neel the " Int^rnl t ten t care" criteria *^ Yes No 

4. Ha"e you se jn an Incroase Ir the number of den l a '' s _ because the client 
allegedly dees not neei the "skillpd nursint;" roqui renf-n f Yes ^No 

5. Have you experienced an Increase In the nur-er of so called "technical 
d.-nials-'> Yes No 

6. Have yo I hac an Increase in denials for other reasons'' Please specify 



7. Has your age ncy lost Its »alver of liability status nore often In the 
last four qut rters lUan m the previous four quarters' Yes 

8. Has your agency experienced a slow dov,n or delay in Mpdicare payrents 
over the past year'' Yes No 

9. Has your agency seen an Increase in tho lG\el of audit excnptlons and 
disallowances In 1985 as opposed to previous years'' Yes No 

10. Ha*> your agency seen a significant increase in the amount of papprv.ork 
burden responding to the need for dotunen tat ion ar.d/or other hClA 
requirements In the past year'' Yes No 

11. Has your agency seen an increase in the number of sicker pitipnls re- 
quiring Intensive nedical a''d nursini; care as a result oi PriG ieim- 
burserenl to h.ospitals'' Yes No 

12. Governnent statistics sho^^ that 5.5 million An*^ricans ar* in need o.' 
hore care services and thai the need Is Increasing. Do you feel that .i 
significant nunber of Americans are troing wi thou thp hone ^-ir-* st- xlos 
thoy nred In your connunily^ ^ Yes No 

13. Effective July 1, 1985. HCFA placed Into effect new cost li'-.its rrd a new 
method of co-^putlng cost Units. K these lim.ts ar^ allo»ej to sta> In 
place, w.' ll t^py sigplficantly reduce *'odi<.arc rppt.^ -nT 'j~> ;v^ir ag^rcy'' 
^cs " No 

If YES. can you give percentage of reduction you expect and/or the esti- 
mates of total dollars which will be lost d.:rir.g the first year'' 



14. Is >our agency rcducint; i*s depcndcnco on Medicare'' Yes . No 

16. !s >our agency conslderinp » i thd "la i ng from Veriicare'' Yes No 

16. Cm you share with us any c.ise histories of patients denied Vcdlcare hore 
health boneflts for uhat you felt were cl-arly Inappropriate reasons? (No 
names please. Refer to individuals as Client A. Client B. etc.) 

Additional co^nents on the ba^^ of this qucstionn." n c or ctuer-Air.e are 
welcome . 
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